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FROM: Teresa Reel, Chair, Electric Utility Commission " -, fy\y‘gaﬁ/
. (W W 8 *ﬂ/‘ﬁé {ﬁ WUILL
DATE: January 14, 2002- VI b mﬁ
0 369 b‘w’y
SUBJECT:  Electric Utility Commission Recommendations Concerning the Establishment of W
an Independent Board to Govern Austin Energy. }W
The following recommendations were passed unanimously by the Electric Utility
Commission at its January 7, 2002 meeting: N
I (;& Y
5o

"Starting in 1996, the Electric Utility Commission reviewed the reports of independent
consultants, including the Price Waterhouse Competitive Performance Review and the report of
Metzler & Associates, and conducted a series of public forums designed to foster public
education and dialogue regarding the issues of electric wtility competitiveness and deregulation.

The Electric Utility Commission offers and fully supports the following recommendations for
Council consideration for implementing initiatives designed to improve the competitiveness of
Austin Energy.

The Austin City Council shall hold a charter election on May 4, 2002 to establish an independent
electric utility board (EUB) to govern Austin Energy. Board members shall owe their fiduciary
duty to the citizens of Austin who own Austin Energy. The City Council shall retain approval of
rates, debt issuance, and eminent domain.

The EUB shall have all other authority not retained by the City Couneil, including developing
policy, overseeing personnel, and approving the budget.

The EUB shall empioy a Chief Executive Officer (CEO) and delegate to the CEO full authority
to manage and operate Austin Energy. The CFO shall report directly to the EUB.

The first EUB shall be nominated by a Selection Committee consisting of members of the
Electric Utility Commission and panelists from the May 13 and 14, 1996 public forums on
governance issues. The nominees shall be forwarded to the City Council. The City Council will
appoint, by 2 majority vote, members of the EUB from the list of nominees.

Replacements to the EUB shall be approved by the City Council, selected from a list of nominees
provided by the EUB.

The EUB shall consist of five members, serving four-year staggered terms with no term limnits.
Two original members shall serve two years, and two original members shall serve four years.
As required by statute, the fifth member is the Mayor. Each successive4erm shall be four vears.

e P L R 5“ gl &5 o
VA e AL E 2

Ly e sy TS
=3 R N (A g A B D T 12




Tab 5: Historical and Other Materlal from EUC Member Shudde thh )
b i ey
{-1¥ " Ve

The EUB can be expanded to not more than seven members if hereafter permitted by State law.
See Tex. Gov't Code section 1502.070.

The members of the EUB shal! be entitled to reasonable compensation and reimbursement of
other expenses incurred in carrying out the duties and responsibilities of the Board. Reascnable
compensation shall be defined by and set by the Selection Commitiee and approved by the City
Couneil.”

Participants in May 13 and 14, 1996 public forums on utility governance:

Electric Utility Commission Members
Marilyn Jones, Ph.D.,, Chair
Teresa Reel, Vice Chair
Neal Kocurek, Ph.D.
Shudde Fath
Cedric Grice
Linda Shaw
Jim O"Connell
Caroline LeGette
J. Reymundo Ocanas

Panel Members; « Charles F, Herring, Sr., former State Senator; former LCRA General
Manager
% Ed Adams, Manager of External Affairs, IBM; representative of FAIR
Robert Barnstone, former Austin City Council member
- Tom “Smitty” Smitk, Public Citizen
_ Jim Marston, Environmental Defense Fund
Manuel Zuniga, former Austin Electric Utility Commission member
- Kirk Watson, representative of Austin Chamber of Cornmerce; future
Mayor of Austin
Charles Urdy, Ph.D., LCRA and former Austin City Council member
Len Riley, Site Manager, Texas Instrurnents
Al Erwin, former Texas Public Utility Comumission member

"y c

Moderator Sam Graharn, former chair of Austin Electric Utility Commission

Ko o DBRLEASEDP
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TO: Mayor and Council Members
FROM: Marilyn E. Jones, Ph.D., Chair, Electric Utility Commission
DATE: June 4, 1996

SUBJECT: Electric Utility Commission Recommendations Concerning the
" Establishment of an Independent Board to Govern the Austin
Electric Utility

The Electric Utility Commussion (EUC) has reviewed the Price Waterhouse Competitive
Performance Review and conducted a series of public forums designed to foster public

education and dialogue regarding the issues of electric utility competitiveness and
deregulation.

As requested by the City Council, the EUC offers, and fully supports, the following
recommendations for Council consideration for implementing initiatives designed to
improve the competitiveness of the Austin Electne Utility.

The Austin City Council shall hold a charter election on August 10, 1996, to establish an
independent board (Electric Utility Board) to govern the Austin Electric Utility. Such
board members shall o L??Ktilelr fiducjary ddfiéd to the

mﬁm&m&eﬁ—ﬁ
ewned-by-the citizens 0 ustm) ATZB%LC ﬁouncﬂ" Rall fetain approval of rates, debt

issnance and eminant domain,

The Electric Utility Board (EUB) shall have all other authority not retained by the City
Council. including developing policy, overseeing personnel, and approving the budget.

The EUB shall employ a Chief Executive Officer (CEO) and delegate to the CEO full
authority to manage and operate the Electric Utility. The CEO shall report directly to the
EUB.
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The first EUB shall be nominated by the Selection Committee, consisting of the
members of the Electric Utility Commission and panelists from the May 13 and 14 public
forums on governance issues. The nominees shall be forwarded to the City Council. The
City Council will appoint. by a majority vote, members of the EUB from the list of
nominees.

Replacements to the EUB shall be approved by the City Council. selected from a list
of nominees provided by the EUB.

The EUB shall consist of five members, serving four (4) year staggered terms with no
term limits. Two original members shall serve two (2) years, and two original members
shall serve four (4) years. Each successive term shall be four (4} vears. The EUB can be
expanded to not more than seven {7) members if hereafter permitted by State law.

The members of the EUB shall be entitled to reasonable compensation and
reimbursement of other expenses incurred in carrying out the duties and responsibitities
of the board. Reasonable compensation shall be defined by and set by the Selection
Committee and approved by the City Council.

7 L

Marilyn E. Jones, Ph.D., Chair
Electric Utility Commission
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SECOND DRAFT—NOT REVIEWED BY ELECTRIC UTILITY COMMISSION (EUC)
MEMBERS :

To:  Austin City Council
i+ From: Caroline M. LeGette, member EUC
& ,"Re: EUC’s Proposal for Independent Governing Board

Background

The EUC has focused on the issue of governance of the electric utility for almost a year.
We met with the Price Waterhouse staff several times, reviewed their report, met with the City
Council about the report’s recomumendations, and convened a series of public forums, including a
forum'on May 13 and 14 that focused on governance. We sent our recommendations to Council
and we are now meeting with all Council members to get our proposal on the ballot for a charter
election in January.

The Governance Problem

The EUC unanimously recommends the creation of an independent, partial-powers utility
governance board (UGB) with the authority to manage the Austin Electric Utility Department
(EUC). This recommendation is supported by the public forum participants and by the Price
Waterhouse study.

This recommendation is based on the conclusion that the present governance of the
Electric Utility Department (by the City Council) is inadequate to successfully manage the utility
in a competitive electric market. We believe that City-Council governance that was adequate for
a regulated, noncompetitive market is inadequate in a deregulated, fiercely competitive market.
We have identified the following negative consequences of management by City Council:

1. Inattention, slow response time and inflexibility—Council members don’t have time to
devote to EUD matters or expertise in the management of multi-million dollar industries
in competitive markets. Specifically, there is delay, inertia, and inflexibility caused by
the need to schedule management and purchasing decisions around council meetings.

2. Timidity at the EUD—there is é.passive management style, marked by a tendency to
respond to city politics and individual Council Members’ political agendas.

3. A lower bond rating—independent rating services downgrade our EUD because it is
managed by the City Council. This results in lower ratings and a higher cost of
borrowing.
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4. Council has conflicts of interests—between financial health of utility and need for
general fund transfer, for example. We need a governing board that views the EUD like
an owner would and has an explicit fiduciary duty to the owners of the utility (Austin
taxpayers).

5. Current EUC structure (voluntary advisory group) is too weak to compensate for the
problems presented by City Council management of the EUD.

Proposed Sclution

The EUC recommends holding a Charter election in January 1997 to create a utility
governance board to govern the electric utility. The UGB shall have the authority to develop
policy, oversee personnel, and approve the budget.

UGB  will employ a general manager to be the chief administrative officer of the utility
and delegate to the general manager full authority to manage and operate the utility. The general
manager shall report directly to the UGB, rather than to the City Council.

The initial members of the UGB shall be chosen by the Selection Committee, which shall
consist of the members of the EUC and participants in the public forum on governance Issues.

Qualifications for the board members shall be determined by the Selection Committee.
Replacements to the UGB shall be by nomination from the UGB and approved or disapproved by
the City Council.

The UGB shall consist of five to seven members pending the passage of legislation by the
state legislature. The members of the UGB shall be entitled to reasonable compensation and
expenses incurred in carrying out the duties and responsibilities of the Board. Reasonable
compensation shall be defined and set by the Selection Committee and approved by the City
Council. NOTE: the EUC thinks that a five-member board is too small, but we prefer putting a
five-member board in place now, pending the passage of legislation authorizing a seven-member
board rather than continuing to wait indefinitely for passage of legislation authorizing a seven-
member board.

Austin City Council retains the powers of approving rates, issuing debt, eminent
domain, and setting the size of the transfer to the General Fund.
Conclusion

We are asking City Council members to set the UGB proposal for a January Charter
election.

P SE R
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Memorandum
TO: Members Electric Utility Commission
FROM: Caroline LeGette and Cedric Grice /Lpﬁiq,ﬁp
RE: Proposal for Independent Governing Board 0\/

DATE: January 18, 1996

In ah attempt to develop a concrete recommendation for an
Independent Utility Board (IUB), we would like to discuss the
following proposal at the EUC meeting on 1/22.

Please let us know what you would like to add, subtrac
change. You can reach Caroline at 469-6120 or Cedric at 46
lle9.

t or
3_

STRUCTURE OF IUBMyFA

0
(a) 5-9 members. pﬁwﬁﬁff
(b) Membership to include 1 engineer; 1 lawyer; 1

accountant/banking person; 1 retired/not employed Eﬁgﬁmﬁﬁﬂi

outside the home person. In addition, the membership
should represent a mix of people of different races,
sexes, and locations in the service area.

(c} Board to be compensated, rather than strictly
volunteer. Basis and amount of compensation to be
determined.

(d) Participation requirement (anyone who misses three
meetings in a row to be replaceton the Board).

(e) Members to be appointed, rather than elected.

(f) Members to serve staggered terms, overlapping with City
Council terms. Terms to be 4-6 years.

(g) No term limits.

(h) Membership is not self-perpetuating. Council as a
whole (rather than individual members) makes initial
appointments and fills vacancies. Council may re-
appoint members or appoint new members when terms
expire.

POWERS COF IUB

(a) Bond Authority.

(b) Eminent Domain.

(c) Rate Setting.

(d) Personnel/Budget (This should include decisions about
transfers to General Revenue, on a phased~in basis.
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That is, the IUB would not be able to control all

transfers immediately).
(e) Policy Making.

We may want to recommend that the City Council have a veto
over individual IUB decisions. There should probably be a time
limit within which Council must exercise its veto or waive it.
We may also consider whether the Council would need a super-
majorlty (5 votes) to veto an IUB decision and whether a
unanimous IUB could override a Council veto.

MERGER OF ELECTRIC, WATER & WASTEWATER @ﬂyu?f
pgpen afemt
Under what conditions will we recommend a merger? In any
case? Only if a merger is the only way to adopt an IUB? Under
no conditions whatsoever?

Those of us who support a merger only if it is the cnly way
to adopt an IUB want to know if a City Council veto will allow an
IUB without a merger.

PRO CON

May be a prerequisite to Dissimilarities--the electric

bonding authority for IUB. industry is becoming highly
competitive; the others
aren’t.

LCRA does water and ' Water & wastewater can be used
electricity now and seems to to contreol development;
manage them well. electric can’t because of

: obligation to serve.

These utilities have similar More management responsibility
planning, funding & for electric at time when it
infrastructure requirements. needs to be focused.

cc: John Moore
Mark Zion
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Mayor and Council

Marilyn E. Jones, Ph.D_, Chair N7 N w
Electric Utility Commission F 5¢ &)

April 29, 1996

Public Forums on the Austin Electric Utility

The Electnic Unlity Commission (EUC) is pleased to announce a series of public forums
“Public Utility Decisions - FYL.” The forums will provide an opportunity for the
community and other interested parties to discuss and develop recommendations
addressing the five “tough decisions” identified in the Competitive Performance Review
of the Electric Utility by Price Waterhouse. The EUC will present a panel of experts,
invite the community for public testimony, and answer questions. We hope this inclusive
process will result in recommendations that the Council can use in making tough
decisions about our utility.

The EUC will solicit the full support of the media and use the EUD resources to ensure
fuli public awareness and participation. Our first step in this process included identifying
interested parties and other individuals who we believe would participate in the forums.
An invitation to potential panelists and participants will be extended shortly. Persons
interested in serving as a panelist may contact the EUD.

The EUC 1s continuing to refine this process and welcomes your assistance and

comments.

TENTATIVE MEETINGS:

DATE TIME IOPIC LOCATION
Monday. May 13 5:30 p.m. Govermance Town Lake Center
Tuesday, May 14 5:30 p.m. Governance Town Lake Center
Monday. May 20 3:30 p.m. General Fund Transfer To Be Announced

Tuesday. May 21 5:30 p.m. General Fund Transfer Town Lake Center
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Memorandum to Mayor and Council Al
April 29, 1996 TR
Page 2 of 3 oot
TIMING:
April 29/30 EUC subcommittee meeting to finalize panel invites,
alternate selections and process, begin contacting panel
invitees and distribution of informational packets
April 30-May 3 Contacts made, panel finalized, brief AAS and other media
May 2/3 Press release issued, includes process, members with brief
biographies :
May 6/7 Notices with information materials sent to interested groups
May 8 EUC report to City Council
May 8-21 Public notices in local newspapers
May 13.14,20,21 Public Meetings
May EUC 1o refer initial consideration of PW recommendations
regarding conservation to Resource Management
Committee {RMC)
June 3 EUC meeting - finalize recommendations to Council
June Potential City Council/EUC joint worksession
June-August Public meetings held in conjunction with EUC review of

EUD budget. Will address PW recommendations on cost
reductions and functional consolidation.

COMMUNICATION PLAN: The initial call for interested utifity customers to
participate, and the deliberations and findings of the public process will be communicated
through public worksessions and publicized through press conference, op-ed pieces, etc.

PRODUCT: Report recommendations back to Council in a joint Council/EUC
worksession to be held in early June, 1996.

SCOPE: Five “tough decisions” identified by Price-Waterhouse (Initial focus on #1,
Overhaul Govemnance, and #5. Reduce General Fund Transfer)

I. OVERHAUL GOVERNANCE: Delegation of Electric Utility oversight to an electric
utility board. Electric Utility Commission has begun consideration in its Finance
Committee. Further consideration planned through EUC public process.

2. CONSOLIDATION OF FUNCTIONS: Delegate full responsibility and
accountability to the Electric Utility Department for functious currently performed in
whole or in part by other City departments. Staff consideration underway. EUC will
review EUD recommendations during the budget process this summer and provide for
public input.
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Memorandum to Mayor and Council ¥ 7
April 29, 1996
Page 3 of 3

3. RESHAPE CONSERVATION PROGRAMS: Re-engineering recommendations
presented to RMC and City Council. Further consideration referred to RMC.

4. REDUCE ELECTRIC UTILITY OPERATING EXPENSES: Budget and staff
reductions. Recommendations for impiementation being developed by staff as part of
FY 96-97 budget. EUC will consider during budget process this summer and provide
for public input.

5. REDUCE GENERAL FUND TRANSFER: Reduce from 12% to 6.1% ($27 million)
over three to five years. Further consideration planned through EUC public process.

P _L.a/-
Marilyn E. Jones, Ph.D., Chair

Electric Utility Commission
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7 August 18, 2007
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Mayor Pro Tem Dunkerley e Fhx ot
Austin City Council G2y s s e ’ s
Austin, Texas ' LY cB2in L EE P e
G146 ~ 18399 jipnaT v EE
Dear Betty: ‘?‘95‘1 B Gl Dun aELsE

After the 2008 budget is approved, please consider scheduling an appointment
for me to discuss the weighty subject of proposing a charter amendment to
replace the Electric Utility Commission with a partial powars independent board.
| understand that the new Charter Revision Committee will report to the City
Council early naxt year.

Enciosed Is a copy of a too-long and unpublished Op-Ed articie | submitted to
the Austin American Statesman on December 12, 2006. The final five paragraphs
discuss governance of our electric utility.

| have transcriptions of the May 13 and 14, 1996 meetings of the prestigious
ten-member panel that discussed governance for six hours and will gladly
provide coples, if desired.

June 3,1996 to recommend an independent board, but no City Council
discussionénsued. The EUC again voted unanimously on January 16@10
recommend an indepandent board, but again thers was no public discussion,

it so happens that | believe today's Austin Energy is a very well-run utility ~eu.-
an opinion I did not always hold in some long ago years. Buti have an oid joke
that the Electric Utility Commission knows it does not run Austin Energy, and
the City Council thinks it does. As you know better than |, the City Council has
hundreds of diverse issues on its plate.

As mer:l_?ﬁg In my Op-Ed submission, the EUC voted unanimousiy on

Under existing state law, a partial powers independent board would have to be
under the laws that apply to City Public Service of San Antonio. The 1996 panel
believed an improved model could be designed, but no one advocated going to
the Texas Legisiature to ask for a new law desired by the City of Austini

| will deeply appreciate your consideration of this matter after September 13,
2007. At this time, | am not contacting any other City Council members on this
issue,

Sincerely,

ety
3

K
25

e e ]

Shudde Fath L

1005 Biuebonnet Lane - 78704
Phone/FAX 512.442-2718
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To:  Electric Utility Commission Members
From: Shudde Fath Dbitida Fa il
Date: February 25, 2008

Here is the boxful of governance transcripts, clippings, and memos arranged in
chronological sequence. '

Until there Is a major change in governance, itis my considered opinion that we
are just rearranging the deck chairs! So long as Austin Energy pays $6.2M
annually for Economic Growth and Redevelopment Service but cannot pay
market rates to hire engineers and techniclans, we are in deep trouble.

Because the Domain charter revision petition election will be on November 4,
2008 rather than May 10, there is time to begin discussing this issue with key
people now and then take it to the public after the City Council elections in May
and June.

As Roger Duncan said at our retreat on Saturday, Austin Energy cannot be

involved in the governance issue, it wilt be up to EUC members to carry the balil.

| will be glad to help but cannot “lead the charge”.

| ate lunch with my old friend Teresa Reel on Sunday, February 24, and she still
supports this partial powers independent board. She was Vice-Chair of EUC in
1986 and was Chair in 2001-02. She now is the capable General Manager of the
Combined Transportation, Emergency, and Communication Center (CTECC)
located on the back corner of Mueller Airport property. Please note especially
the EUC memo dated January 14, 2002,

o Also enclosed is the Green Water f{;eatn'g;gg Plant Land March 7, 1989 City
: to

apply to Austin Energy’s Seaholm,

Attarney opini ﬁ/, which would see
ies. 7

Webberville, dnd West Avenue prop

gnclose the June 10, 1985 City Attorney/opinion EUC Authority to
Consider Non-Economic Factors in Ratemaking, It sesms this opinion would
¢ ;

substahtiate my hope for NO residential rate iricrease on the first 500 KWH when
a sy;iem electric rate increase occurs in 2011 or later. | also hope for several
¢¢ of increasingly higher residential rates.

invgrted bloc

P.S. To Toye Goodson: N

When you have finished copying al}f’ihis for EUC members, please call and

! will pick up the box. /f’
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BOARD GOVERNANCE OF AUSTIN’S ELECTRIC UTILITY
Additional Information Requested by the EUC Finance Committee

I. POTENTIAL ADVANTAGES AND DISADVANTAGES OF BOARD GOVERNANCE

A, Potential Advantages:

RESPONSIVENESS AND FLEXIBILITY: To deal with strategic and

business changes.

CONTINUITY AND KNOWLEDGE: Developed by board

serving for a significant amount of time and developing a

working knowledge of a complex business.
FOCUS: A result of dealing with one enterprise
in a Council form of utility governance.

B. Potential Disadvantages:

ACCOUNTABILITY: Accountability to citizen/owners could be
lower with an appointed board serving for a significant
length of time versus council members serving shorter terms.

Involwves tradeoffs with stability.

II. BOARDS AT OTHER PUBLIC POWER SYSTEMS:

American Public Power Association Survey (utilities with greater
than 50,000 customers, governed by an independent board):

o) Of 37 respondents, 24% had elected officials, and 43% had
board members appointed either by a nominating committee or

the City Councii,

o] Approximately half of the boards are appointed by the Mayor,
but in most cases the Mayor's choices must be approved by

the City Council.

e} Of 372 respondents governed by an independent utility beard,

32% had term iimits of ome (1) to three (3) years,

term limits of four {4) years, and 38% had term limits of

five (5) years or more.

s Only ten percent (10%) of responding governing boards are
subject to term limits. Restrictions range from one
four (4) years, with two (2) terms repcrted as the limit 78%

of the time.

(electric
utility), instead of all the municipal functions addressed

el
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Large Public Power Council survey (telephone inguiries):

0f fourteen respondents:

O

The majority of LPPC utilities are governed by an
independent board of commissioners or directors with
final approval authority. Exceptions included:

Memphis Light, Gas & Water - like Austin, board of
commissiconers present recommendations te Council for
approval.

Seattle City Light - Utility Superintendent reports directly
to Mayor and City Council. No citizens’ advisory group.

The majority of LPPC boards are appointed by the Mayor and
approved by the City Council. Exceptions included:

Knoxville Utilities Board - board openings advertised in
newspaper, screened and nominated by an  independent
committee and appointed solely by the Mayor.

Nebraska Public Power District - voter’s election process.

5. Caroclina Public Service/Santee Cooper - appointed by
Governor.

Most term limits are limited to no wmore than two (2)
congecutive terms ranging £from three (3) to seven (7)

staggered years. S. Carclina has no term limits.

Utilities with joint commigsions for electric/water include:

Los BAngeles, California - 5 members with 5 vyear terms.
Council appointed. Meet twice a menth; paid nominal meeting
attendance fee. Approval authority. Council has oversight
{veto) authority. No specified qualifications.

Memphis, Tennessee - 5 members with 4 vyear terms. Mayor
appointed. Meet twice a month. Provide recommendations to
Council for approval. No specified gualifications.

Orlando, Florida - 5 members (includes Mayor) with 3 year
terms. Nominated by City Council and approved by existing
bcard members. Meet once a month. BApproval authority. No
specified qualifications.

Salt River Project, Arizona - 14 members with 4 year terms.
Elected by district property owners. Meet up to 20 times
per month. Approval authority. No specified qualifications.

g

o
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ISSUES RELATED TC A JOINT ELECTRIC AND WATER/WASTEWATER ROARD

SERVICE TERRITORIES: The 421 sqguare mile service territory
of Austin’s electric utility is larger than the area served
by the Water/Wastewater Utility.

SERVICE OBLIGATIONS: The Electric Utility is required by
the PUC of Texas to serve all customers within its certified
service area. The Water/Wastewater Utility has no =such
obligation. The availability of water and wastewater
service is closely asscciated with growth patterns.

OPERATIONAL EFFICIENCIES: Combining the Electric and
Water/Wastewater Utilities could offer some cost savings
through: joint purchases and econcmies of scale,

operational synergles involving the dual function of certain
personnel, resources, right of way, ete. Synergies between
electric and water/wastewater operations are not likely to
represent major savings.

POTENTIAL CROSS SUBSIDIES: Historically, some combined
electric/water utilities have used electric revenues to
subsidize water cperaticns and costs.

OPTICNS FOR FURTHER EUC CONSIDERATION COF BOARD ISSUES

o

Discussion at Finance Committee.

Meeting with Price-Waterhouse team on Board issues in
December. Discussion of and coordination with
Price-Waterhouse findings.

Discussion item at December 11 EUC retreat.

Contact Water and Wastewater Commission. Possible joint
meeting.

Discussion item at joint EUC/Council meeting in January.

Further investigation of selacted models of Board governance
at other utilities.

A Charter change and/or state legislation will be reguired.
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Participants in May 13 and 14 public forums on utility governance

Electric Utility Commission Members
Marilyn Jones, Ph.D., Chair
Teresa Reel, Vice Chair
Neal Kocurek, Ph.D.
Shudde Fath
Cedric Grice
Linda Shaw
Jim O’Connell
Caroline LeGette
J. Reymundo Ocanas

Panel Members: Senator Charles F. Herring, Sr.
Ed Adams
Robert Bamstone
Tom “Smitty” Smith
Jim Marston
Manuel] Zuniga
Kirk Watson
-Charles Urdy, Ph.D.
Len Riley
Al Erwin

Moderator Sam Graham F o B (2 Y O
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City of Austin Electric Utility Commaission’s
Public Forums

Town Lake Center, Assembly Room
721 Barton Springs Road

TOPIC: UTILITY GOVERNANCE
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CITY OF AUSTIN ELECTRIC UTILITY COMMISSION’S
PUBLIC FORUM

Town Lake Center, Assembly Room
721 Barton Springs Road
Austin, Texas 78704

TOPIC: UTILITY GOVERNANCE

BE IT REMEMBERED that the above-captioned

matter came on for hearing on the 13th day of May, 1996,

=

beginning at approximately 5:45 o’clock p.m;; at the
City of Austin Electric Utility Commission, located at
721 Barton Springs Road, Assembly Room, Austin, Travis
County, Texas, held before the CITY OF AUSTIN ELECTRIC
UTILITY COMMISSION, and the following proceedings were
written from videotape by Lydia L. Edwards, and reduced

to writing and set out as follows:

2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073
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APPEARANCES

Commission Members : Marilyn Jones, Ph.D., Chairman

Panel Members:

Teresa Reel, Vice Chairman
Neal Kocurek, Ph.D.

Shudde Fath

Cedric Grice

Linda Shaw

Jim O'Connell

ORI [ R T I S M

J. Reynolds Qcanas

Senator Charles F. Herring, Sr.
Len Riley

Robert Barnstone

Al Erwin

Tom "Smitty" Smith

Jim Marston

Manuel Zuniga

Kirk Watson
Charles Urdy, Ph.D.

Commission Staff: John Moore, EUC Director

Moderator:

Bob Kahn, Assistant City Attorney

Sam Graham
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Tuesday, May 13, 1996
5:30 p.m.
I. Staff Presentation on Utility Governance
I1I. Panel Discussion

IIY¥. Questions and Answers
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MR. GRAHAM: And in a few
moments, the Panel Members will introduce themselves,
but first Marilyn Jones has a few comments to make as
Chairman of the Electric Utility Commission.

COMMISSIONER JONES: Good
afternoon -- or gobd evening. I would like to say to
the listening audience and to everyone here welcome.
We're very éxcited on behalf of the City of Aust;n

Electric Utility Commission to say welcome, and we're

- very glad that you’re here.

I was asked what did I
expect or what were my expectations of the public forum,
and I think I would summarize it -- and I did say
this -- that I would like for the citizens of Austin,
the ratepayers, and the Greater Austin community to have
a better understanding, to learn more, and to take an
active role in deciding or working toward the decisions
that will affect their future. And then I thought the
Utility is somewhat like a family because in our family
we know that we plan for our children, we plan for our
grandchildren. We plan and we save for education and
things like that.

Well, the citizens of
Austin need to understand that the process that we are

engaging in this afternoon is like planning for your

THE EDWARDS FIRM
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family, and we want the citizens to have a clear
understanding of what’s going on. And that is the
purpose of this meeting, to educate, to teach and, in
some instances, to train them in the decision-making
process. We hope out of this will come recommendations
that the Commission will send to the Council.

I encourage everyone to
come and to participate. We have a scheduled meetings
for the next -- for this week and next week. If that’s
not enough time, I think our Commission would be willing
to go a step farther to make sure everyone has an
opportunity to have input. We will hear from our
commission members maybe on tomorrow night and next
Tuesday, and we wi;l have an opportunity to respond and
also to interact with the public. But I really want to
encourage everyone to come out, to participate and to
listen to these hearings because they are very
important. Thank you very much.

"MR. GRAHAM: Thank you very
much, Dr. Jones. John, does the staff have a
presentation.

MR. MOORE: Yes, we do.
You want to do that now?

MR. GRAHAM: Uh-huh.

MR. MOORE: Okay. I also

THE EDWARDS FIRM
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want to thank all of you-all, the EUC, of course, and
all of you other citizens that are here tonight to spend

your time the next two nights talking about the Electric

Utility. The -- I think the reason that we come to this’

peint tonight is as a result of the work that Price
Waterhouse did. That work was done, as most of you-all
know, because of the changing nature of the Electric
Utility business, the fairly rapid movements that are
starting to occur following the 1992 Energy Policy Act
that have brought wholesale competition, have
deregulated the industry on the wholesale level, and the
discussions that are going on now to further that
deregulation and to move toward a more complete
competitive environment.

In light of that, the
Council authorized Price Waterhouse to do a number of
things relative to looking at the Electric Utility.
They finished several reports. If you didn’t get some
of the handouts that are back on the back table, you may
want to do that. Without spending a lot of time going
over the Price Waterhouse, I want to cut right to the
core of their recommendation. They made what they
referred to as five tough decisions that the Council --
that this communitf needs to make.

The first one was overhaul

THE EDWARDS FIRM
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governance, and I'1ll come back to that briefly. That’s
the prime purpose for the meeting tonight. The second
one was to delegaté full responsibility and
accountability to the Electric Utility. As many of
you-all know right now, the Electric Utility Department
has part of the functions of the Electric Utility
operation and others are in various other city
departments, fairly complex and somewhat awkward
organization at times. Third was to reshape
conservation programs. The fourth was to reduce
Electric Utility operating expenses. And the fifth was
to reduce the General Fund Transfer.

I think when the Commission
started looking at these issues the City Council talked
about forming another group at one point, then deferred
to the Electric Utility Commission suggesting that they
get more citizen input, more expertise. They began to
focus on the governance issue and on the Generél Fund
Transfer issue. The Consolidation Item No. 2 and the
conservation and the operating expense, they’ll deal
with probably during the budget, but they’'re primarily
deferring those for now, the conservation program,
deferring to the resource management commission and the
consolidation and the expense reductions to a point in

time where the City Manager has put forward his budget
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and they have that information to work from.

So their focus moved to the
two items that seemed to need more external input at
this time, overhaul governance and reduce the General
Fund Transfer. And for these next two nights, tonight
and tomorrow night, the intention is to focus on the
governance issue and then a week from tonight, on that
Monday and Tuesday, to focus on the General Fund
Transfer.

Price Waterhouse’s
recommendation on governance was to specifically move to
an independent governing board and, more specifically,
to model after the governing board that San Antonio has,
City Public Service of San Antonio. They reached that
conclusion after looking at a number of different
governance models, looking at state law here, looking at
our bond covenants and trying to put something together
that they thought we could get to within our own power,
i.e., a charter election and not have to have
legislation, not have to go through the expense of major
bond refundings.

And what they came down to
was that the San Antonio model, what they call a partial
powers model, was what they would recommend. They think

there’s enough indépendence and autonomy to provide the
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decisiveness, the competitive edge that you need with
that model, and you can do that under current law, under
current bond covenants with a charter change. You do
not need legislation; you do not need to refund debt.

I believe that’s probably
all I'11 say at this point. I will point out that one
of the handouts is an excerpt from the Price Waterhouse
study that covers their portion on governance. It
starts on -- with a page at the bottom called 2.1. It
looks like this, the cover page (indicating), two of the
utility models that they study specifically, San
Antonio’s and Jacksonville’s. Jacksonville’'s is very
similar, has a little bit more authority vested in the
independent governing board than San Antonio; are two of
the highest ranked utilities by credit raters, both --
whether they’re investor-owned or public power. They're
receiving very good marks relative to what people have
rated their credit or believe their public posture to
be. And on that basis, they thought those models were
ones that we really ought to spend some time looking at.

MR. GRAHAM: Have you
received any information from the City’s legal
department as to the effect upon employees if a separate
board is created?

MR. MOORE: No, I haven’'t
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received anything definitive. We’ve asked some
questions. I think there’s some options there. We are
going to have to get further into that. Merle Wilkins
is here from the city retirement board tonight if you
want to ask her some questions. The Price Waterhouse
study presumes that if you formed a new beoard similar to
San Antonio employees under that board would not
continue to be city employees, but I believe that that
could be optional.

MS. WILKINS: When we, in
our last legislative efforts, went forward when we
thought there was going to be a hospital authority,
there was also some talk of this happening. So what we
tried to do is set up our legislation so if it continues
as an agency of the city or a subagency of the city and
some way the emplofees could stay in the retirement
system and continue their participation in the same
manner.

MR. GRAHAM: And what was

the feedback on that?

MS. WILKINS: It was passed
that way.

MR. GRAHAM: Okay.

MS. WILKINS: It depends on

how this is set up, and if it’s set up as an agency of
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the City, they would be able to continue in the
retirement plan.,

MR. GRAHAM: Good.

PANELIST SMITH: And would
they continue being employees in other ways as well?
I'm thinking here about their union contracts or --

MS. WILKINS: I can't
address that. I can only speak to retirement.

MR. GRAHAM: §So although
the assumption in Price Waterhouse was that they would
be some type of other employee, that is not necessarily
the case at all?

MR. MOORE: No, sir.

MR. GRAHAM: And the only
exploration that’s been done in terms of retirement, it
would not jeopardize the existing retirement benefits?

| MS. WILKINS: As long as it
was set up specifically to remain an agency. We had our
attorney research into that fact, and the AFSCME had
contacted us alsco for an opinion on that.

MR. GRAHAM: Okay. Thank
you. Anything else?

MR. MOORE: No. I believe
on the émployee issue you have options. You can move

employees to being fully under the board and not the
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same as a City of Austin employee and still probably be
under the retirement, or you could leave them as city
employees and operate under all the existing personnel
policies or some hybrid of that.

MR. GRAHAM: For my
benefit, John, and for -- maybe for other members of the
general public, could you identify any staff people
or -- that may speak tonight?

MR. MOORE: 1I'll be glad
to, Joe Malaski -- Joe, why don’t you stand up, chief
financial officer -- Milton Lee right behind Joe, chief
operating officer; Kathy Kerwin, director of
Administration, Community Relations; David Casper,
director of budget gnd financial forecasting; and Mario
Espinoza who’s helped us ccordinate this, policy
planner; and Steve Bartley, director of strategic
marketing, and we have a number of others.

PANELIST BARNSTONE: John
Gooding.

MR. MOORE: John Gooding, I
don’t see him -- but thanks, Robert -- City Attorney --
Assistant City Attorney John Gooding.

MR. GRAHAM: If at any time
if you do speak, would you mind identifying yourself the

first time or two to make sure that I call you by your
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right name? Everyone else in the room probably knows
you, but I may not. I appreciate that.

In the meantime, if you
want to bring something to the attention here, please
do. Raise your hand, wave, stomp, do something.

MR. MOORE: Yes.

MR. GRAHAM: Okay. If
we’ll go forward now, I think there are -- other than
myself, there are a number of distinguished people up
here. All are distinguished, and I'd like for them to,
if they would, identify themselves and briefly give us
short background -- not so much background as just so
much if you want to -- this is your opportunity to make
some type of opening statement before we get into the
actual discussion. And as everyone knows, tonight’s
topic for discussion is the governance -- the future
manner of governing or looking after the Austin’s
Electric Utility, whether it should remain the way it is
or whether there should be a modification of it.

Jim, I'm going to start
with you because you’'re on the right.

PANELIST MARSTON: I‘m Jim
Marston. I'm the director of the Texas office of the
Environmental Defense Fund. We’ve been involved in

electric utility issues for over 20 years. We are
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intimateiy involved in the restructuring debate around
the country with regard to the electric industry. I
have personally been involved in the issue in the State
of California, some of the states in New England, and I
spend what seems like every day of my life at the PUC.
It’s not quite that bad but dealing with this issue. We
have also had the opportunity to appear before the San
Antonio board on more than one occasion. So I have some
personal dealings with the way that board operates.

MR. GRAHAM: Thank you.
Al?

PANELIST ERWIN: I’'m Al
Erwin. I'm with Erwin & Associates Public Affairs. I'm
a former chairman of the state utility commission, and I
write horror novels which, I think, qualifies me to
address this issue. From a personal perspective, I
represent Waste Management of North America which does
generate electricity as alternative fuel. Sé that’s my
specific interest here.

| MR. GRAHAM: Mr. Watson?

PANELIST WATSON: I'm Kirk
Watson. I'm a lawyer here in Austin, Texas. I served
as chair of the Texas Air Control Board back when it was
the environmental agency in charge of air quality in

this state, and I currently am vice chair of government
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relations to the Greater Austin Chamber of Commerce.

MR. GRAHAM: Dr. Urdy?

PANELIST URDY: Thank you.
Charles Urdy, formerly on the Austin City Council and
probably served during the period when all of the bad
decisions other than the nuke was made. So I think I
have a little bit of experience in what the problems are
here, currently at the LCRA and Land and Environmental
Services.

MR. GRAHAM: Thank you.
Smitty?

PANELIST SMITH: My name is
Tom Smith. I prefer to be called Smitty. I’'m director
of Public Citizens Texas Office, which is a consumer
group foundedryears ago by Ralph Nader. Our offices
have been involved in energy policy for over 25 years
and in Texas for 10. And we are very concerned about
the shift in ~~.the sort of re-regulation, restructuring
of the electric utility industry and making sure that
municipal utilities don’t lose the edge they currently
have in providing electricity at a lower cost than the
investor-owned utilities in Texas and that we in the
process of restructuring the governance of this don’t
lose the sight that the ultimate consumer of electricity

cares about their bills, not about their rights, and it
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is the people who pay the bills that elect the City
Council, not the people who complain about the size of
their rights.

| PANELIST BARNSTONE: Thank
you, Smitty. I‘m Robert Barnstone. 1I'm like Dr. Urdy,
a former city councilmember. I didn’t serve as long,
but Dr. Urdy, with his characteristic humility, did not
really deal with tﬁe real problem, and I think that he
knows well that even if we elected geniuses to the
Council -- and we have on occasion -- that the Council
simply doesn’t have the time to devote to running an
enterprise of this size. And it is an enormous
enterprise.

It’'s something that I was
concerned about when I was there, that we simply could
not devote the time, and for that reasdn looking at San
Antonio and the model that -- the very successful model,
I think, that John Moore said it very well, showing that
it was one of the most highly creditworthy utilities in
the nation, but even more importantly than that, it has
lower rates than we do and it makes more money than we
do. So clearly there are lessons there for us. And
I've worked very hérd to come to this night. So I'm
very pleased to be here.

MR. GRAHAM: Thank you.
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PANELIST RILEY: I'm Len
Riley. I'm the Austin site manager of Texas
Instruments. Tonight I will try to give some
perspective from industrial customers. Tomorrow night
Ed Adams from IBM will sit here. And hopefully
collectively we can try to give a little bit of that
perspective. 1I'd like also to mention, though, that
I'’ve been a citizen of Austin for 22 years, and most of
our 2,000 employees in the case of TI and however many
thousand in the case of IBM are also citizens. So I
would like to believe that I bring a second perspective,
namely, the personal perspective.

MR. GRAHAM: Thank you.

PANELIST ZUNIGA: My name
is Manuel Zuniga. I am a -- I bring the perspective of
a small businessman as well as a resident of Austin, and
I've served on the Electric Utility Commission for two
terms. And that’s why I'm here.

PANELIST HERRING: My name
is Charles Herring. I‘’ve been a lawyer for 58 years
and lived in Austin for 65 years. 1I’ve seen the city
grow and a lot of things happen. I am here probably
because I was general manager of the Lower Colorado
River Authority, which is quite a large purveyor of

electricity and always has the lowest rates in Texas of
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any utility. 1It’s not a state agency. It was created
by statute, but it never received money or compensation
from the State. And it has -- it’s performed quite
well, I think, and I assume that’s the reason I was
asked to come here.

MR. MOORE: Thank you. Can
I interject a second?

MR. GRAHAM: Sure.

MR. MOORE: I want to
introduce Sam Graham who has introduced himself, but he
didn’'t come here just out of the blue. Sam was the
second chair of the electric utility commissioner, a
lifelong citizen of Austin, a lawyer and a mediator by
profession.

MR. GRAHAM: And I
apologize for being late. I was concluding a mediation
which was more difficult than anyone thought.

Well, we are -- we're going
to have a general discussion among the Panel Members.

We will take a break at 7:00 o’clock for five minutes.
Our target time to conclude tonight is about 8:30. We
can go longer than that. We really -- no one really
wants to be here until midnight tonight. However, I was
asked not to cut off anyone speaking. And there is --

after the panel discussion, there is a time for question
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and answers. At the back on the table just to the

left -- to my left of the door, there’'s a sign-up sheet.
If you would like to make a comment or ask a question,
please sign that sheet.

And, Neal -- is that
Dr. Kocurek? You’'re supposed to be down here at the
front. There’s a little place for you with a name tag.
You can’'t hide back there unless you need to leave real
quickly.

If you would sign up, then,
we will call on you in the order of the sign-up sheet.
And the reason for the break, of course, is obvious.
It’s to keep everyone’s attention, but when we do break,
we're going to come right back. 1It’s not to go into 30
minutes or something like that.

Robert, you discussed the
San Antonio model. Why don’t you talk about that for a
little bit.

PANELIST BARNSTONE: Well,
I think that’s a wonderful question, and one of the
things that would be good for all of us is if we got
some good information on that.

I noticed, for example,
John, that in your comments as you opened you said that

this was an option that had several advantages. One of
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them is that if we could decide ourselves the charter
change. And my first question is, did you ~- could we
get a legal opinion on whether a charter change is
required in order to do that? As even the earlier
discussion with the representative from the employee
pension board indicated, how you contract around what
kind of arrangement the Council enters into with this
new authority or this new entity can perhaps avoid the
necessity of having the charter election.

And so that conclusion I
would like to reopen and say let’s lay it on the table,
and while we're at it, speaking about San Antonio, is
let’'s see what their charter says about what their
relationship is between CPS and also-the governing --
I'm sorry —-- the San Antonio City Council. And I
understand that CPS was also authorized -- and maybe
Doctor -- I mean, Senator Herring knows something about
this -- through state authority and whether that
particular authority is broad enough to encompass what
we're doing. So what I'm saying is that there’'s a
number of legal issues about how we proceed, that if we
can avoid a charter election, I would be very pleased
about that simply because it really complicates the
process and --

MR. MOORE: Well, we can ~-
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let me get John Gooding or Bob Kahn to come up and
address that. We have -- Price Waterhouse, in going
through their recommendations, did explore this
extensively. I think it would be good to dig into that
and explore it a little better. Bob Kahn with the --
Assistant City Attorney.

MR. KAHN: Hi. We would
need a charter election in order to have a board. The
city charter does ﬁot provide for a board right now.

PANELIST BARNSTONE: Well,
I understand that.

MR. KAHN: Okay.

PANELIST BARNSTONE: You've
got about ~- at least three attorneys -- four attorneys
here that I can see. The charter language says that the
Council has no power to sell the utility. We’'re not
talking about a sale. So that part -- provision of the
charter is inapplicable. The other place -- part of the
charter that I would believe is relevant is a discussion
about all employees being employees -- the only employee
that the City Council appoints as a city manager. Are
those the two areas you looked into or —-

MR. KAHN: Well, I 1looked
into & lot of areas as far as what we might need for

charter changes. I think we really have to look to see
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how we’'re really going to end up structuring this to get
into specifics. Right now the way the city charter is
written is we're employees of the City. I think it
would depend én how much control is given to the board.
You know, 1if the City Council is still on.

PANELIST BARNSTONE: Well,
sure. But as we know, the City enters into contracts
with many entities, and the power ¢f the Council is
unrestricted in the city charter.

MR. KAHN: Right.

PANELIST BARNSTONE: And
so, for example, we earlier had the example again of the
contemplations with the hospital authority where the
Council was contemplating entering into a contract. In
fact, the Council did enter into a contract with Seton
to manage what was formerly a city enterprise. So we've
already done that. We just did that. We just moved
1,500 employees out from under the city manager and put
them under Brackenridge Hospital. So -- and, again, I'm
raising the questién because I do think it deserves some
research, and I'm not questioning your judgment.

MR. KAHN: I guess I'm not
sure what your question is.

MR. GRAHAM: One

observation, I think, he’s making is that if there is to
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be a change in the way the Utility is governed, it
shouldn’t founder over the employees losing their status
as city employees, correct? But what you'’re saying,
Bob, is, you don’t know what the proposal is?

MR. EKAHN: Right, I don’'t
know what the proposal is. We’d have to see what the
details are and we’d have to look at it. I don’'t see
that as being a stumbling block. I'm sure we could, you
know, figure something out.

MR. GRAHAM: And the other
point that Robert is making is that if you have to
change the charter‘it is one more impediment that has to
get through before this can be created if that is the
shift that’s recommended, which may not be. I don‘t
know.

MR. KAHN: There are a lot
of things that are provided for in the charter that
would change depending on how far we want our governance
to change, personnel contracting -- I mean, the list
is --

PANELIST BARNSTONE: Sure.

MR. KAHN: -- you know, 30
or 40. The list is endless, so all those things that
have to be taken into consideration when we write up

what the board is going to look like.
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charter election?
" the utility.

the utility, ves.

utility.

out by statute.

PANELIST BARNSTONE: All

circumstances, we could set up a

" consistent with the charter that
MR.
need a charter election in order
MR.
MR.

MR.

MR.

right. So I guess basically, then, is, under some

board to govern

would not require a
KAHN: No. We would
to form a board.
GRAHAM: Which governs
KAHN: Which governs

GRAHAM: The electric

KAHN: Yes.

PANELIST SMITH: And, Bob,

MR.

is it the transference of certain powers that triggers

that? I mean, we have an EUD -- or an EUC which is set

KAHN: Right now the

charter says that the city manager is basically over

John Moore and we respond to the city manager.

have to change --

to allow for that

If we're

going to set up a board which is autonomous, you would
you know, amend the charter in order

type of structure to occur.

PANELIST SMITH: And what
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are those changes? I mean, is it the fire -- hiring --
allowing somebody else to hire and fire staff, to
contract?

MR. KAHN: Anything -- the
whole structure would -- you know, it depends on how you
want to do it, but if you read through the city charter,
probably about every other paragraph -- you know, we
respond to budgeting. You know, right now Betty
Dunkerley does the budget and we have to give input into
her. That would have to change. Personnel would
change; contracting would change. I mean all those
things that we work with the City on if we’re going to
have a truly autonomous board. Legal would change. All
that stuff would be autonomous, and the city charter
would have to be amended somehow to take care of all
those changes.

PANELIST BARNSTONE: Excuse
me. I don’'t want to be -- I'm sure that there is
something we could do that would violate the city
charter. 1I'm dealing with the situation where the
Council would contract with an entity as we just have
with Seton Hospital to run Brackenridge Hospital,
identical situation, 1,500 employees of the city all
working for the city manager, reporting directly to the

city manager. That was the case two years ago. 1It's
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not the case today. There was no charter change.
What’s the difference?
MR. KAEN: I'm not familiar
with the Brackenridge deal.
PANELIST BARNSTONE:
Well --
MR. GRAHAM: Yes, sir?
PANELIST HERRING: Does

anyone know what the charter of the City of San Antonio

is under which they operate an autonomous board?

MR. GRAHAM: I don’'t.

PANELIST HERRING: Has
anybody ever inspected the indenture in which they
operate? Does anybody know what the board in San
Antonioc does and how it was created and what it

performs?

MR. KAHN: Their bond
covenants indicate that they would have a board. And;
in fact, if we went to a board, our bond covenants would
have to be amended to indicate that we were going to
have a board.

PANELIST HERRING: Well, I
guess my question was -- and it probably wasn’t
answered -- has anybody looked at the charter of the

City of San Antonio?
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MR. KAHN: I haven’t looked
at it. I understand that our consultants have looked at
it.

PANELIST HERRING: Well,
what did they tell you about it, anything?

MR. KAHN: I didn’t ask
them. I don’t know what --

PANELIST ERWIN: Senator,
initially when the Public Utility Commission was formed,
they were a jurisdictional CPS board. Because the San
Antonio delegation wanted them to be regulated, they
were regulated. At the time, they have a
self-perpetuating board. When the city severed itself
from the business, apparently they gave them the
auntonomy to appeint their own successors. AaAnd so the
relationship between the city and CPS is almost minimal.

PANELIST HERRING: It's
been that way since the 1950s.

PANELIST ERWIN: Right.

MR. GRAHAM: Yes.

PANELIST HERRING: And I
appeared before your Public Utility Commission. Of
course, the City of Austin --

PANELIST ERWIN: I gave you

everything you wanted, too.
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PANELIST HERRING: Well, I
believe that the LCRA now has said they don’t want any
change in rates for the next 10 years. So I guess they
got the right treatment.

PANELIST ERWIN: Right.
They're doing great.

PANELIST HERRING: But I
think -- it seems to me like if we’'re going to consider
such things as San Antonio -- and I’'ve been familiar
with this for 25 years -- 30 years in some respects --
we ought to know how it was created, what the charter of
the City of San Antonio says, what the indenture is,
what the bond covenants are that apply to San Antonio.
It looks like somebody ought to have looked at that
before we started.

PANELIST ERWIN: Right.

MR. GRAHAM: The San
Antonio -- I keep leaning forward. The San Antonio
model, as I recall -- and you, Senator, jog my memory.
The San Antonio model is a total delegation and
giving-away of authority by the city, as I recall, and I
don‘t know if it was done in the fifties or the forties.

PANELIST BARNSTONE: I
don’t think we know that. I believe that there are

provisions in the San Antonio for the board to nominate
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their successors, but ultimately the City Council of San
Antonio --

MR. GRAHAM: Confirms?

PANELIST BARNSTONE: --
confirms them. And I think it’s théir pattern and
practice as opposed to the charter requirement, and
thét's what I was getting at. And I think that’s what
the Senaﬁor is getting at, is that there are a number of
issues that cut to what we’'re trying to do that we need
to find out what is that.

MR. MOORE: There’'s some
descriptive information on the San Antonio model in this
document on Page 2.

PANELIST HERRING: That’s
not what you need. You need details.

MR. MOORE: Well, we can
get you the details.

| PANELIST HERRING: The
people of San Antonio would be glad to give them to you.

MR. MOORE: Yeah. We can

get that.

PANELIST HERRING: Copy
machine.

PANELIST MARSTON: Sam,
just to --
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MR. MOORE: On Page 2.4 and

MR. GRAHAM: Yes, Jim.

MR. MARSTON: The San
Antonio board is not a completely independent board.
Certain powers still reside with the City of San
Antonio. I and, I think, you and other people may have
been under the impression that they are completely
independent because in practice the San Antonioc City
Council almost always rubber-stamps the decisions of the
board. My understanding is they’ve only failed to
approve one of the self-nominated board members one time
in the many years. But by law, I mean, a number of
powers, including the power to set rates, eminent
domain, issue bonds, continues to reside with the city
council. One of the things I would --

PANELIST ERWIN: This model
that you’ve got on 2.4 does pretty well explain it the
way that you just explained it.

PANELIST MARSTON: 1Is there
someone here, not on the legal side but on the factual
side, of how the city -- who knows something about how
the City of San Antonio or the CPS operates, who's on
it, when they meet? I mean, I have a number of those

questions before I form an opinion. I'd like a little
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more discussion about that. Is there somebody who knows
about that?

MR. MOORE: Yeah. I can
give you an overview --

PANELIST MARSTON: Okay.

MR. MOORE: -- not all the
legal details.

PANELIST MARSTON: Okay.

MR. MOORE: But I can give
you an overview, aﬁd that’s what’s in this information.
San Antonio’s board has five members. The mayvor of the
city council, who is elected, is an ex officio member.
The board can serve two five-year terms. They’'re
staggered. The board in the past reappointed wvacancies.
Today they make a nomination to the council that the
council has to approve. They do not have the power of
eminent domain, they do not have the powér to issue
debt, and they do not have the power to set rates.
Beyond that they have all the other powers. That’'s
called the Partial Powers Board in the write-up. If any
one of those three powers were to be conveyed to an
independent board, we would need either a legislative
change or we would need to do some very expensive
refunding to change our bond covenants, and that’s the

small window that we’re able to work through.
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I don‘t guess we really
ever answered Robert’s question, can we do this in
effect without a charter change, and we’ll try to work
on it a little bit more. You know, we obviously could
contract with somebody to manage all or part of the

utility. But to have a governing board without a

~charter change, I think that’'s the answer you were

hearing from our attorneys can’'t be done.

PANELIST BARNSTONE: Well,
I mean, contract with a governing board, there are other
attorneys here who have -- may have a view on this. But
it seems to me that, as Jim just said, you know, the
pattern and practice of a city is really what counts
when you’'re making decisions. And in the case of San
Antonio, they have some legal requirements and their
pattern, and they have, from all indications, a fairly
smooth operation. So I want to take whatever lessons we
can from them.

MR. GRAHAM: Absolutely.
That again gets back to what Senator Herring was saying.

' PANELIST MARSTON: Let me

just make clear why I’'m asking these questions. I know
they operate smoothly, but having appeared before them
or having my lawyers appear before them, it is not all

necessarily a wonderful situation. They -- frankly from
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our dealings, they don’t look much like the City of San
Antonio looks like. It looks like a small part of the
City of San Antonio. They meet during the day generally
as opposed to 5:30 at night when -- I mean, this -- let
me just say the Commission looks very different to me
than that board when I was in front of it. They tend to
be people who either like me and had a nonprofit -- I
don’t know if anybody was on a nonprofit -- somebody who
got paid to sit on a commission.

And I -~ Austin is very
different from that. We have a different tradition, and
I would encourage us to take the best -- if we’re going
with the San Antonio model, take the best part of that
model but to recognize there are some parts of that
model that we may not like that -- where we have people
who are not fully representative of the community as a
group, and I'm very concerned about that.

I guess I also think we
need to figure out ways -- we have an amazing history of
encouraging democracy in Austin. That’'s got good and
bad sides. San Antonio didn’t really like to have
hearings where people came in and raised questions.

"Who are you?"

"Well, you know, we have

mempbers in your city and we’'d like to talk."
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"Well, we haven’'t seen you
before."

S0 I guess I would
encourage us to -- maybe my impression is wrong about
that board now. I haven’t been there in a few years.
But I would encourage us to make sure we understand how
their board works.

I'm particularly concerned
about the self—nominating process. I'm on some boards
where we nominate ourselves. It works real well to keep
yvour friends on and control things in a very nice and
neat way. I kind of like that on a couple of my
nonprofits, but I'm not sure that’s the way you want to
run a public utility. And I would raise that guestion.
I like the idea that somebody, a Charles Urdy or a
Robert Barnstone, have some not only legal authority
but, in practice, real responsibility for who gets
nominated to these boards so we have some responsiveness
to the public.

MR. GRAHAM: Well, that
brings you to the threshold question, which is, does
there need to be a change in the way the utility is
governed?

PANELIST SMITH: Let me

suggest a couple of thoughts here. One, I think it
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would be very useful for us to schedule for tomorrow
evening, if at all possible, a briefing by staff of the
various models and do a little bit more in depth than we
have here. And if you have someone perhaps from Price
Waterhouse or someone who can give us some more in
depth. It really boils down, I gquess, to two or three
models that --

MR. GRAHAM: Excuse me just
a second. Would that generally be helpful to everyone?

PANELIST SMITH: And what
might be useful --

PANELIST MARSTON: Can I
moedify that?

MR. MOORE: You want more
detail than what’s here?

PANELIST SMITH: Yeah.

PANELIST MARSTON: It seems
to me probably all five models are not under serious
consideration, and I’'d rather us focus our attention on
the two or three models that are really under
consideration. We have a financial -- I think the
Greenville model probably causes you to spend a lot of
money, John.

MR. MOORE: Yes.

PANELIST MARSTON: 1I'm not

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Tab 5: Historical and Other Material from EUC Member Shudde Fath

real excited about the City spending a bunch of money to
refinance their bonds. I suspect that’s not on the
table. I wouldn’t have us spend time on that. I’d like
to spend a lot of detail on -- time on the two or three
ideas that are on the table.

PANELIST SMITH: I'1l1l
certainly agree with Jim on that one. But what might be
useful is for us to spend some time this evening kind of
talking about ﬁhy -- what our goals would be in changing
from what we have and begin, rather than getting
involved in the model, to talk about what we’'d like to
see done differently and what improvements we'’re seeking
and then see if any of these models happen to fit that
paradigm.

MR. MOORE: Before we leave
tonight, I'd like to get a little bit better idea of
what detail because I thought there was plenty of detail
heré to get you through the threshold question.

PANELIST BARNSTONE: In my
point of view, John, the only detail -- I mean, the main
detail that I want is, I want a legal opinion of what we
can do.

MR. MOORE: We don’t have
that question --

MR. GRAHAM: I would think
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you could get that by tomorrow tonight.

PANELIST BARNSTONE: I’'m
sure I can.

MR. MOORE: We might can.

MR. GRAHAM: On the
charter?

MR. MOORE: Yeah.

PANELIST BARNSTONE: You
know, you asked this question and, I think, a fair
gquestion. I don’t know whether we’ve gone around and
expressed views on this. But are you saying -- you want
to raise the question whether we really do need to make
a change?

MR. GRAHAM: Uh-huh, yeah.
I think implied in the question is, and in the
discussion tonight, is the status quo working or is it a
consensus for the persons up here that there needs to be
a change in the way the utility is governed? If so,
let’s get to what is the --

PANELIST BARNSTONE: I'm
already after my time, but let me take a shet at that
because I -- I mean, I do believe that it needs to be
changed and the reasons are profound. First of all;
let’s set aside the question of San Antonio that has --

makes more money than we do and has lower rates than we
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do, and by the way, they’re in the same nuclear power
plant than we are. The performance over the years --
and there’s another financial to this that’s also more
meaningful, and that is that they also reinvest more
into their plant and equipment than we do out of their
rates. We only reinvest 5 percent, I believe, and they
reinvest 13 percent. I guess those were the numbers
when John gave me that reporﬁ a couple of years ago.
Now, the City Council has
zoning, has budget, has a laundry list of everything
imaginable, and to add a 500 million dollar a year
business with three billion dollars in éssets.to manage
in their spare time, you know, is -- seems to me a
prescription for great harm. We could -- you know,
again, we could examine decisions that have been made in
the past, that perhaps an independent board would have
the time to explore them whoe knew more about the issues,

could have made a better decision. But my view is that’

" you cannot run a major corporation without a head,

without a working board, and I don’t think that there’s
a person in this city who believes that the City Council
is an asset to the Elect;ic Utility. Now, you would not
think of running a corporation like General Motors
without a board or without a head, but that’s

essentially what we’'re asking to do.
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There’s another problem
more subtle. Jochn Mecore is in a very difficult
position. He has to go through an assistant city
manager to get to the city manager. He’'s got budgetary
requests. His loop is long and complex. He can’'t go to
his board and say, hey, we need to buy this now or we
H need to do tﬁis now. He’'s got to stand in line, wait
outside councilmemﬁers’ offices, hoursron end sometimes.
Councilmembers aren’'t always as courteous as they might
be to staff. And his time is valuable and decision time

is very valuable. §So we’re really running an operation,

" I think, without a head and with staff distracted. And,
you know, just to go over bad decisions, that would --
you know, I would close my case saying that.
MR. GRAHAM: So, Robert, as
a former member of the Council, you speak from
experience in the lack of time that you have with all
the other areas ¢f concern to adequately look into and
administer -- be the policysetter for the Utility.
Plus, as Price Waterhouse put it, there’'s a different
purpose that a city councilperson has than maybe the
|| director of the utility has.
| Before we turn there,
Senator Herring brought up -- when we were talking about

getting information about San Antonio, he brought up
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some fundamental, historic questions, which are, if you
can find this out by tomorrow, why this shift occurred,
what kind of blood bath was going on down there
politically or foréseen and, two, what is the specific
charter provision that we’'re operating under -- or
they’'re operating under. Excuse me.

PANELIST HERRING:
(Inaudiblef)

MR. GRAHAM: There had
to -- there was some kind of reason for -- the council
said let’s get this over here. There had to be but in

addition to what may be perceived as good business

sense.

PANELIST HERRING:
{Inaudible.) We need to look at the charter and look at
how it operates. It’s more efficient, the rates are
lower than ours, and I don’t understand it. It seems we
ocought to give consideration to it but, first of éll,
find out what they’ve got.

MR. GRAHAM: Yeah, exactly.
br. Urdy?

PANELIST URDY: Just to
follow up on what Robert said, I think you have to
change the governing structure. The bureaucratic,

politics-driven system that we have in city government
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gsimply cannot manage the competitive business. I mean,
that isn‘t going to happen. So if the Utility becomes
competitive, that’s out. It can’'t be done. And Robert
made it even cruel saying they were not friends of the
Utility, but it is not simply a matter of time. Even if
the Council had time, it couldn’t do it. In the
structure, it cannot be done, I don’t think, because it
is politically driven, and even if you have time, the
more time you have sometimes to scrutinize some of these
things the worse it gets.

So I think it’s a
fundamental problem and especially with Austin because,
you know, we’ve had a prescribed service territory and a
mandate to serve anybody who was in that service
territory. This is totally different from what you

would experience in a competitive market that now has to

be driven by -- you know, by customer service.
This is -- the City
Council -- I'm not speaking of this current City

Council. Even the ones we were on, Robert, which were
the best ones in the history of the -- it simply cannot
do it. The structure does not allow it to happen.

There are too many other things. And, you know, I mean,
if you are the councilmember who's sitting there and all

of a sudden & five'million dollar transformer comes
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before his desk and he has no idea what it's for, you

" can't expect them to simply go forward. You can't.

He’'s going to say, "Well, postpone it for two weeks
until I can learn What this is about." It can’t be

" done.

So I think from my point of

view the first step is that we have to be looking at

’" some way, however we can do it, whether it’'s with a

charter change or without, a creation of an independent
board, a board with sovereign power, a working board

that can sit there and govern the Utility on a

-

day-to-day basis. Otherwise, we’'re just sort of wasting

—

our time.

MR. GRAHAM: Mr. Zuniga?

PANELIST ZUNIGA: VYeah. I
would like to suggest that we go around the room because
f_; just finished a City Council race myself, and in the
’ public, it was almost a foregone conclusion. Everyone I
\‘talked to was in favor of an independent board. And I
would bet you that if you asked everybody in this room
" it would be a -- I mean, I think we can take a step by

saying if we have general consensus on that.

MR. GRAHAM: 1I'm seeing Len

Riley is nodding his head. Mr. Erwin?

PANELIST ERWIN: I agree
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completely. I’ve watched this utility. I’'ve advised
them from time to time, unpaid mostly unfortunately.
And I've seen a transmission system that was vital and
necessary to the future of this utility get turned down
because a political vote of the Council said that there
were some people that might not like to see a
transmission system in their view. We’ve got to look a£;
things like LCRA. LCRA operates efficiently and on /
behalf of their customers, but they do it quickly. //

We’ve got competition “
coming that’s going to kill us under our current
structure. People are going to be able to underbid us
in 10 minutes on a computer. If this Electric Utility,
which I happen to fhink is very well-managed, by the
way, can’'t respond in 10 minutes with a lower rate or a
different rate structure or a different reaction, we're
dead. We’'re dead in the water. So we’ve got to change
this.

And let me say one other
personal note. As a ratepayer of the City of Austin
Electric Utility who lives outside the city limits, I
would also like to see the structure of a new board
include me. Right now taxation without representation

is not a pleasant prospect, especially to a regulator.

So that’s another aspect I'd like to see with an
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independent board, is that we also consider
representation for people who are not within the city
limits.

MR. GRAHAM: Just one of
the things Price Waterhouse writes out. Jim -- Kirk,
you haven’'t spoken.

PANELIST WATSON: Well, it
strike me that -- having served on a so-called
volunteer, part-time board.at the state level, it

/éirikes me that there probably is a need to figure out a

/ way where you can govern in a more efficient manner. My

Il.

thought is that at the same time you’‘re doing that
you -~ we need to focus on how do you do that in such a
way that you remain responsive to ratepayers. When you
talk about an independent board, I sometimes wonder what
that independent -- who you’re independent of, and I
don't want in the name of efficiency alone to create
something that is independent of the people it is
supposed to be serving.

One of the questions -- and
Al just kind of touched on it. One of the questions I
was noticing on thg makeup of the board of the
recommended model, the only board qualification is that
one ratepayer outside the city, I guess, has to serve as

part of the seven. One of the questions that popped in
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my mind was how much of -- what percentage of our
ratepayers in Austin are ratepayers outside the city.
When we talk about taxation without representation, are
we —- is it one-seventh of the ratepayers outside the
city?

PANELIST ERWIN: What is
it, John?

MR. MOORE: About 15
percent.

PANELIST WATSON: Okay.
Then what that leads, then, is to other questions.
Industrial, what percentage is industrial? Should we
take into consideration residential, low-income
residential and different ways of doing that so that
what we do is maybe come about melding the best of all
worlds?

PANELIST RILEY: Sam, let
me follow up on comments that Al made and, also, Kirk.
I think everybody around the room, and I assume within
the room here, agrees that competition is coming and
that is the fundamental purpose. And in terms of the
goals -- I forget who suggested we start off by defining
scme of the goals. But I think the first page in this
major handout of 2.1 talks about in order to be

competitive you need to be nimble and focused,
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fast-paced, flexible, have confidence in the capital
markets; the governance structure of the Utility should
support, not constrain, the competitiveness of the
utilities; bond markets, customers, employees should
have confidence in the governance of the Utility, and so
on.

Now, kind of the

off-setting issue that was raised by Kirk is

~accountability to the citizens. I guess one thing that

kind of struck me in the other major handout that we had
is that if we are not competitive there’s certainly the
potential if industrial and commercial customers go away
for all of the residential folks to be paying $74 a
month additional. And the fact is, if we don’t get
competitive, that in and of itself is not being
accountable to the citizens because we're going to let
their rates go nuts. So it seems to me that we’ve got
to focus on how to get competitive.

The San Antonio model, as
Robert pointed out, they have lower rates, they make
more money, they reinvest more. 1It‘s not a bad model to
start looking at for starts, but in terms of why the
partial rather than the full, I think the issue is how
do you get competitive quickly. And the fact is that

the three things that John listed, the rates, the debts,
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the eminent domain, if you don’t keep those in the
Council, then you either have bond restructuring or you
have legislation. One costs a bunch of money; the other
costs a bunch of time.

So, again, it strikes me as
a starting point the San Antonio model is both
competitive financially, as Robert has pointed out, it’s
competitive timewise, and it certainly strikes me as a
good starting point to look at. And only through being
competitive can we be accountable to the ratepayers who
ultimately are going to pay the bill.

MR. GRAHAM: 1Is the other
model that you think is a serious note, John, the
Jacksonville?

MR. MOORE: Yes. But we
could not do the Jacksonville. It gives one more power
to the board that would require some new legislation. I
would like to point out in response to --

| PANELIST SMITH: John,
before you go on, which power does it give to the board
that would require legislation?
| MR. MOORE: Rate setting.
Under state law, my understanding is that if it gets any

one of those three, just any one of them. The San

 Antonio -- you know, the San Antonio --
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PANELIST ERWIN: John,
before we go on, just one point real quick. When we’'re
talking about our alternatives here and the five
different -- or the four different methods of
governance, there’s one thing we need to remember, and
that is, the competition is not going to be Texas Power
and Light or -- no. It’s TU now -- or LCRA or
anybody -- it’s going to be Dow Chemical on the Gulf
Coast. That’'s what’s going to be our competitor. §So
structuring it too strictly and saying this is what they
consider and this is what they can’t consider, we’'re
going to be in the same bind we’'re in.

We have a very
representative EUCiright now, but that’s not taking care
of the efficiency thing. What we’ve got to shoot at is
the competition is going to come from Dow Chemical and
Ford Motor Company and GE. That’s where it’s going to
be. It's not going to be a traditional electric
utility. So efficiency is still the key that we’ve got
to go for.

MR. GRAHAM: Jim, had a —-

PANELIST BARNSTONE:
There’s some --

MR. GRAHAM: Excuse me a

second, but Jim had a comment about five minutes ago and
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so did Mr. Zuniga. Did we -- do you want to --

PANELIST MARSTON: I want
to add a few things to the discussion. Number one, Al
suggested that we have a well-run utility, and I think
occasionally we overstate how poor our utility is.
There’'s a lot of good things about this utility. Now,
think we ought to have on the record, number one,
compared to invester-owned utilities in this state we.
have a heck of a record.

I mean, TU went through

this kind of structure three years ago. It either laid

off or gave early retirement to 40 percent of its
employees because they were so fat and sassy. We had
one electric utility in this state, an investor-owned
utility, go bankrupt, a monopoly. You’ve got to be
really inefficient to do that. We have ancther one,
Gulf States, that had to be bought out because it was
about to go bankrupt. It was bought out by a company

that’s out of state. We had -- HL&P has been found at

I

least twice, maybe more, by the Feds for poor management

practices.

Compared to that, we look
pretty good, and there’s a lot of things that we do
better than San Antonio that cause us to have slightly

different numbers than they do. Number one, we’ve had
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P
rate structure that has protected in a much better way

the poor of this community very intentionally to try to

keep universal service down to the lowest earning person

\\E? this community, and we ought to be proud of that.

We’ve also invested in things that have long-term
benefits that San Antonio has not.l

We ought to be aware that
there are things happening at the UN right now. There's
a proposal pending to have a cap on -- internatibnal cap
on C02 emissions. If that would happen -- and it’'s
pending now -- Austin would be in a great shape versus a
lot of utilities because we plan for the long term. |
Those things affect us short-term, but in the long term,

we may be very well positioned because we thought about

those things.

We also probably have -- by

doing some things with regard to our conservation

programs, probably have delayed the time in which we're
going to be a nonattainment area because we —-- our power
plants tend to be in the Southeast, and we run those
less than we otherwise would have to because we have
good conservation programs. Those are benefits that our
utility is paying for that help low-income people, help
our businesses expand. We probably couldn’t get Samsung

if we had not been a nonattainment area. So I just want
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to make sure we have on the record the good things this
utility has done.

Now, what I think we also
ought to realize is, competition is coming, though it’s
not necessarily coming next week. Texas Utilities and
HL&P are hiring everybody they can. They’ve hired even
my friends in the consumer movement now to fight against
this. They -— nobody has offered me a job vet, but
they’ve hired everybody else to slow the process down.
And it may not happen this legislative session.

Smitty always talks about
this being a two-Lexus bill. 1In other words, it’s going
to take two legislative sessions with a lobbyist to get
a Lexus each time before this one will pass.

PANELIST SMITH: They’'ll
just want three.

PANELIST MARSTON: And,
also -~ I mean, that gives us a little time, and I must
say my belief that it’s going to happen overnight is
jaded a bit by my experience in California where we've
had -- I don’t know -- at least 10 different firm
deadlines about when it’s going to start and never
starts. We've got a firm deadline now and (inaudible)
in the public side but give the day-to-day management

about whether -- when you’'re competing on a 10-minute or
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30-minute spot market to somebody else. In fact, that
can't even be a board. That’'s got to be a manager. We
don’t solve that problem by a board. I just do think,
though, those of us who appeared in front of the San
Antonio board don’t necessarily think it is perfect.

PANELIST ERWIN: I want to
say one thing, though. Teaching a monopoly to compete
is like turning an.aircraft carrier. You've got to
start pretty quick.

MR. GRAHAM: Maybe two
aircraft carriers. Manuel?

PANELIST ZUNIGA: Yeah. I
just wanted to mention that it looks like we're getting
to the crux of the prbblem, which is a philosophical
difference. 1Is our goal to make it —- you know, to keep
a democratic portion of it? 1In other words, is our
responsibility or our focus going to be to the
ratepayers or is it going to be to the Utility? And I
think there is a distinction there. It would be nice to
say that there isn’t, but there is a distinction. And
so I think that we’ve come to the -- this is the crux of
the problem and, I think, the reason that this decision
is going to take ué a while.

MR. GRAHAM: Len, did -- I

cut you off. Do you still have your thought, Len Riley?

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073

52




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Tab 5: Historical and Other Material from EUC Member Shudde Fath

PANELIST RILEY: Yeah. But
he changed the subject; So -~

MR. GRAHAM: Robert?

PANELIST BARNSTONE: We're
moving quite fast, and I think that one settling on the
issue of whether we’re going to have an independent
board -- and Al has raised it, Jim has raised it, and
Kirk has raised it, and Manuel has emphasized it, and I
think it’'s a very key question that has to be answered.
And that question is, who do these board members owe
their fiduciary to?

This is an enterprise of
the City of Austin. By "enterprise," it means that
we’'re in it for the money. We’'re supposed to make money
at it. That's a sﬁbjective. And it’s owned by the
taxpayers of the City of Austin. Now, when I say that
"who we owe our fiduciary to," it does not mean that we
are unconcerned about out-of-city ratepayers, customers,
suppliers. Any business is responsible to a whole host
of people. The question of fiduciary responsibility is
whose interest do you put first, who do you represent as
a board member, and I think that’s exactly the point
that Manuel was getting at ~- or got at. Excuse me,
Manuel.

And we need to look at that
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and answer the question especially because it will be in
the charge of this new board, "You owe your fiduciary
to...," and I think the answer there is the taxpayers of
the City of Austin. Be responsible. Be responsible to
your customers, be responsible to your employees, be
responsible to everyone else, but your duty is to the
taxpayers of the City of Austin.

PANELIST ZUNIGA: As
opposed to the ratepayvers or as opposed to whom?

PANELIST BARNSTONE: Your
ratepayers are youf customers.

MR. GRAHAM: The question
was, as opposed to ratepayers or as opposed to whom? Go
ahead, Robert.

PANELIST ZUNIGA: Or the

citizens.

MR. GRAHAM: The citizens,
yeah.

PANELIST BARNSTONE: Or the
citizens. 1In other words, if the answer was you owe
your fiduciary to the ratepayers, then we’re talking
about setting up a cooperative. And that’s what it
would be, a cooperative electric utility. Am I wrong?

MR. MOORE: That would seem

to be right since we serve ratepayers who are not
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citizens of Austin.

PANELIST BARNSTONE: So,
again, the questioh is, are we a cooperative? I don’t
believe we are. I believe that this is an enterprise
that’s owned by the taxpayers of Austin, and as such its
representatives must owe their duty -- their fiduciary
duty to the taxpayers of Austin. This colors the
appointment of the board.

PANELIST URDY: I think
that’s very much so and I think that’s true. I think
the fiduciary responsibility is to the owners, but you
now no longer have ratepayers. All these folks now,
including the citizens of Austin, are customers, and the
board will have to represent the customers and they have
to be responsible to those customers, wherever they are.
And that has to be part of the decision, who are you

going to serve and all that. Those are your customers,

~and to maximize it or to meet that fiduciary

responsibility to your owners, you’ve got to have
customers. Any of these customers now in this new
scenario could leave, including your citizens of Austin.
So you’'ve got to have a
customer service orientation, and that bocard has to be
representative from top to bottom. I mean, they have to

be not just coming from among them. I don’t think that
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kind of representation will serve you very long. I
mean, they have to come from among them, but they also
must have that kind of orientation and expertise to be

able to speak for them and to work for them. You will

‘have to make a -- you know, you’re going to have to sell

your services to these customers, and this is a totally
different orientation from having a prescribed service

area with a service mandate. So, you know, you're a

business. You are now a business out hustling customers

- like every other business.

PANELIST ZUNIGA: Yeah.
But in a typical business, you don’'t -- your customers
are not on your board of directors or anything like
that. Your customers -- what you’re saying is
absolutely right, but, you know, your customers do not
run your business.

PANELIST URDY: Well, that
may very well be true, but I'm not sure that’s
altogether what --

PANELIST RILEY: Maybe in
some short-lived businesses that’s true. We have a
model that we used to communicate internally that shows
three large goals that are interconnected, and I won’t
get us off on a tangent. One has customers, the other

has shareholders, and the other has employees. If we
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don’t have customers, we won’t have a business, the
shareholders won’t gain. If we don’t have a business,
the employees don’t have a good place to work. I mean,
it's a three-way thing that you’re trying to optimize.
And I was thinking, as Robert was crisping up the
gquestion of to whom do we owe the fiduciary
relationship, it’s hard for me to see how we could
service the citizens of Austin and bring them whatever
return we are to bring them if we didn’t have our mind
fundamentally focused on the ratepayers. I think
Charles said it excellently. Without customers, there

is no utility, and I don't know what benefit we then

bring to the city.

PANELIST WATSON: But there
are a couple of other things to take into consideration.
Jim alluded to one of the good things that the Utility
has done in terms of avoiding nonattainment. Under the
federal Clean Air Act, if this city finds itself in a
nonattainment situation, it’s going to be a big
difference to both the citizens and the ratepayers. §So
there will be decisions that I think will ultimately
need to be made by a utility that are more holistic, if
you will, than simply what is going to be the rate we
pay, because if what you do is you set up a situation

where you have to put in a new plant, that new plant
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causes nox to be a big part of our air which causes us
to go into nonattainment, then you’ve got a different
problem.
| I hear some of the same
things being said, though, and that is, if you’re going
to approach this, the way you can approach it is -- and
that is what prompted my initial comment, was I look at

board qualifications and the only qualification is that

one ratepayer i1s outside the c¢ity. I have found that
boards that operate with a broad spectrum of views, that
" are impacted by the decisions that are being made by an
entity usually end up making better holistic -- and many
times voting against what you might think their

" reactions would be.

For example, it strikes me
that -- and I don’'t know whether these numbers work out

in terms of taxation without representation, but we

-
-

//Gught to be looking at whether or not a qualification
should be that one of the members of the board be an
industrial, be involved in the industrial segment, an
industrial user, if you will; residential, low-income
residential; health; customer. And I'm just making this
up as I go along in terms of throwing out ideas. But
that way you help achieve the answer to the question of

" since it’'s an enterprise owned by taxpayers and you owe
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your fiduciary duty there. We need to be thinking about
rates, we need to be thinking about the holistic
approach, and do we best achieve the fiduciary duty on
an overall basis.

PANELIST BARNSTONE: There
may be another way of achieving that other than the type
of segmentation of the board that is being suggested.
And that has to do with simply -- under state law, we
already have considerable council powers that will be
retained in rate setting, debt issuance, eminent domain
and so forth. And, also, of course, there are others,
appointment; How about the tenure of the board member?
Could he be fired at will? You know, there are a number
of safety valves that can be put into this practice. I
think we ought to explore those together because if --

PANELIST WATSON: Robert, I
agree. I don’t disagree with that at all. My whole
point is, when you're --

PANELIST BARNSTONE: You
want to look at it holistically, and you don’t want them
to be too focused on making money.

PANELIST WATSON: That's
right. And to some degree, I have difficulty with the
idea that you can appoint yourselves with a rubber stamp

from the city because that, I think, sometimes leads to
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everybody looking the same, everybody thinking the same,
that sort of thing, when you need a broader approach.
I'm not suggesting that'’s the only way to assure that
the fiduciary duty is reaéhed. It was just one of the
things -- when I was asked to speak at the beginning, it
jumped out at me that that was the only qualification.

MR. GRAHAM: And that you
have one registered professional engineer and you have
one attorney.

PANELIST MARSTON: That’'s
not the San Antonio --

MR. GRAHAM: Oh, you're
exactly right. I thought you were looking at EUC --

| PANELIST MARSTON: When we
go under the proposal from at least three places to one
place —-

MR. GRAHAM: Uh-huh.

PANELIST MARSTON: -- and
lose the requirement of some expertiée that the current
commission has to have.

MR. MOORE: Let me make
clear. On 2.14, that makeup of the board, that’s Price
Waterhouse’s recommendation. That’s not a San Antonio
requirement.

PANELIST WATSON: But I
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understand that’s with one qualification. And to some
degree, I'm speaking from -- under the legislation that
created the Texas Air Control Board, you had to have a
doctor that was involved ih industrial medicine. You
had to have an engineer -- you had to have two or three
engineers. In fact, I was around so many engineers
there for a while -- the Aggie engineers, I started to
understand what "hullabalco commit-commit" (phonetic)
meant and it was time to get going. But they had
different requirements of different types of people, and
what I found there was, it brought some emphasis from
time to time on things that wouldn’t occur to some
people. |

PANELiST ERWIN: Yeah. But
on the other hand, let me tell you something. As a
former employee of Dow Chemical, industrial doctor meant
Dow’s doctor. So you still have a threshold problem.

PANELIST WATSON: It didn'ﬁt:)
with Ann Richards but -- “>
PANELIST ERWIN: Yeah. But
let me tell you something. That was an exception.

PANELIST SMITH: Well, I
think what it sounds like, as I‘ve heard people around

here, there’s a general consensus that competition is

coming and that we’re going to have to get a lighter,
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faster, more rapid fireboard and that there seems to be
a lot of consensus at something like the San Antonio
model is probably a good idea. I think that as Kirk has
pointed out there are a nﬁmber of unigquely Austin
concerns in terms of composition we need to look at.
And as Marston has pointed out, there are a number of
things we’ve done extremely well that have made us not
only a clean utility and a forward-thinking utility but
also perhaps one of the most competitive utilities in
the state because our bills are significantly lower than
all of our competitors and our -- our bills, not our
rates, Al, bills, with a "b," key difference.

PANELIST BARNSTORNE:

Smitty, I hate to tell you. That’s because the rates

are so high.

PANELIST SMITH: That's
fine. And it is the bills that people are going to be
concerned about when making the decision as to whether
to stay with the City of Austin or switch to Central
Power and Light or to Texas Utilities. TIt’s the bills
for TI that they’re going to be concerned about.
Certainly the incremental cost or the next unit of power
is critical to them, but if there’s a contract that says
we’‘re going to comé in and do the most efficient

retrofit on your plant that technology allows us and
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their bills plummef, regardless of their rates, they’‘re
going to be happy customers.

And it is that kind of very
forward-thinking work ovef.the last decade that has
positioned us in a competitive position far better than
any of our regional competitors. And it is that kind of
thing that has taken other utilities, like Sacramento
Municipal Utility, into positions where they’'re looking
far into the future, helping people put solar cells in
their homes, helping people look at fuel switching as
methods of reducing their energy bills and coming up
with the most efficient way to provide for their total
energy needs. And that’s something a municipal utility
can do, and. we need to look at structures to position
ourselves in a very forward-thinking and aggressive

position rather than being a reactive utility like the w"*>

U P

City of San Antonio has been for much of the last 20 ///
years. o o |
MR. GRAHAM: So if a new
governing entity is created, you don’t want to lose the
flexibility or the advantage or the resource to look
ahead and be forward-thinking.
PANELIST SMITH: And
enhance it, more importantly.

MR. GRAHAM: And what
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Mr. Marston has been pointing out are some of the
things that the Council, despite not having enocugh time,
has some of the benefits we have under our present
setup. We're going to stép at this point and take a
five-minute break.

(At this time, a brief
recess was taken, after which time the proceedings

continued as follows:)

MR. GRAHAM: OQur objective
is to stop at 8:30. I have a list of five persons who
Would like to ask questions to ﬁhe panel -- or to the
group. If anyone else wishes to do that, there’s a
sign-up sheet at the back to -- on the table just to my
left of the doors. So if anyone came in after I made
that announcement, if you’d sign up on the citizen
communication sheet and 1711 ask -- call on these -- I
still act like when I was a fifth grade teacher. 1’1l
call on these people in the order of the sign-up.

We're going to again
discuss for, oh, 15, 20 more minutes the general concept
of changing the way the Utility is governed, and then
I1'd like to go back over what’s been said and see if I
can list perhaps 5, 10, 15 major points on the board
behind me. After that we’ll hear from any citizen that

has signed up, and I would like -- my instructions -- or
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the request was that communication be more in the form
of a question than an editorial comment.

Is that -- Teresa, was that
your understanding of the‘committee in setting this up?

COMMISSIONER REEIL: {Nods
affirmatively.)

MR. GRAHAM: Okay. Her
mouth is full of cookie, but she nodded. So with that
let’s pick back up. I think there has been a generéiﬁa
consensus that the present method of governing the
Utility, which is totally in the hands of the City
Council, may no longer be the best way in the
competitive -- the new competitive nature of the utility
business. There have been comments made that we should
not forget the bgpgﬁit, though, that that haérgiégn to
both the afility and to the citizens of Austin, perhaps
to the ratepayers and perhaps to the billpayers.

There‘s also a very, very cogent comment that the main
concern is the bill itself as opposed to the rates,
although we can distinguish between that. And finally
that the San Antonic system and Sanp@nggpio may on the
surface appear to have a more efficient and smoother
running utility, but it also may have some problems in

the way that it’'s set up that Austin wouldn’t be used

to. And I'm trying to understate things.
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So who wénts to pick up
now? Yes, sirx?

PANELIST URDY: Well, I
think -- and I hope as we refer to this we will use the

word the "independent board" rather than the San Antonio

system. The only thing that’s relevant to us --

MR. GRAHAM: I think that’s

" a great suggestion.
PANELIST URDY: -- because
g personally I think our utility is better than San
Antonio’s utility right now, but I think we do need that
\Mﬁpdependent board. But beyond that, I think we have to
de51gn the rest of this to fit our own situation, and I
think it’s quite different from San Antonio’s.
PANELISTABARNSTONE: I
agree.
PANELIST ERWIN: Excellent.
PANELIST SMITH: I agree.

MR. GRAHAM: Anyone

disagree with that statement?

| (No response.)
\\\\\\ ‘ MR. GRAHAM: Well, let’s

start designing it. This is a wonderful opportunity.

This is a blank page we have here. What should be the

basic concept? Should we -- the present advisory
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electric utility commission is -- there’s required to be
a registered professional engineer, an attorney, and one
ratepayer. residing outside the city limits. And if I
recall, each councilmembefrgets one appointee and there
are seven people on the board. Is that a fair --
PANELIST BARNSTONE: I
think it’s a terrible formula.
MR. GRAHAM: Speak to me.
PANELIST BARNSTONE: Look,
when General Electric goes about selecting their board,
they don’'t pick pebple like that. I mean, they don’t
say, you know, we’'re going to pick one from Column A and
one from Column B and so forth. They find the very best
people that are available to serve. And so the main
focus ought to be the qualifications of themiﬁdi;iduals.
We need the highest quality peoplé we can find. |
I was talking with Senator
Herring here on the way over and we had an idea that I’d
like to throw out, and that is that maybe Staff could do
a little research and get a list of the people in this
city who are presently serving on the boards of major
corporations. Within that 1list, I think that we could
find at least profiles, if not actual candidates, of the
type of people that could serve on here.

PANELIST ERWIN: Robert,
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let me make one comment about that. First of all, I
want to tell everybody I'm still not convinced that an
outright sale is not an alternative, but the board that
you described is a good béard; but it’s a business
board. -

PANELIST BARNSTONE: That’s
right.

PANELIST ERWIN: If it’'s
going to be a business, why don’'t we be a business and
consider a sale to LCRA or to Texas Utilities or anybody
else?

PANELIST BARNSTONE: Well,
Sam had thrown that question out at the beginning, was
that the way, and I think that issue has been decided.
And I'm sorry to -- I hate to digress intoc that, but I'm
going to answer very briefly. There’s one overwhelming
;éason why a sale could not under current tax law be in
the interest of the citizens of Austin, and that is that
our entire 1.7 billion dollar debt would have to be
refinanced at one-third higher interest rates. Those
one-third higher interest rates would go into our rate
base. So immediately we would get one-third higher

electric rates. No amount of private efficiency could

possibly make up for that alone. ~Shudde Fath has done a

I

very good job of chronicling some of the property taxes
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that we would have to pay to other jurisdictions, which

we curfghéi;mdo not, and fﬂégﬁiiéfwis qﬁiteuétaggering.

| | "PANELIST ERWIN: 8So we're
not even going to let a pfivate utility or anybody else
tell us if they would address that problem? That'’s what
we've said basically, is that we don’t want to talk
about it, so we don’'t want to hear about it.

PANELIST MARSTON: But T
simply suggest that’s beyond the scope of our --

MR. GRAHAM: Well, I was
going to interrﬁpt both of you. That is certainly
another solution or another issue, but that is not the
one that we were all asked to discuss this evening.
What we were asked to discuss was commenting or the
existing method -- the exiéting way of léoking -= of

géverning the Utility or an alternative one. Sale was

A e

————— N

not within that mandate. That is certainly an
interestiﬁg.féﬁic”thégwgbuld take another night, two
nights or four --
PANELIST MARSTON: Or more.
MR. GRAHAM: -- or more,
but that is not within the purview of this evening.
PANELIST ERWIN: Okay. The

interests are going home at 8:30. Let’s throw it out.

PANELIST BARNSTONE: But

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073

69




D U e W N

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

Tab 5: Historical and Other Material from EUC Member Shudde Fath 70

I'd love to debate it with you.

MR. GRAHAM: I have -- and
as you can tell, I did teach fifth grade, but I wasn’'t
good in spelling and I coﬁldn't spell "independent,' but
that’'s independent. So how do we design an independent
board? The first one, the EUC model, Robert thinks is
terrible,.right? But that is one alternative.

PANELIST BARNSTONE: Well,
if you‘re talking about one council appointee.per -

MR. GRAHAM: Yeah, just the
Council appoints -- each one has one. You have -- we
have three members must be of a certain type.

PANELIST BARNSTONE: Color,
race, gender?

MR. GRAHAM: Sure. You
could put all those things in there. You’'re squinting
your eyes. Are we'getting into too much detail now?

PANELIST MARSTON: I mean,
I think those are separate issues, and I would agree
that the idea that we have a delegate from each
councilmember doesn’'t make sense. In a publicly owned
entity where you have lots of interests at stake, not
just maximizing short-term profits for the shareholders,
I think some of those other considerations are relevant.

And you probably do, too, Robert.
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PANELIST BARNSTONE: Yeah.
And --

MR. GRAHAM: And the other
thing -- go ahead.

PANELIST BARNSTONE: Let me
tell you why one councilmember -- look, we want these
people to pass a high threshold, and what you‘re saying
is the threshold is one councilmember. Well, would it
make more sense if there were at least four
councilmembers as a threshold?

PANELIST MARSTON: On that
point, I think we might have unanimity, that we
shouldn’'t have one person —-- one councilmember
appointing a member to the board. I’ll bet -- maybe I'm
wrong, but I'll bet everybody agrees that we ought to
leave that system. Now, I want to disagree with you on
that point before we get to the three or four other
points you were suggesting.

MR. GRAHAM: I mean, that
system in which you have an appointee, no matter how bad
that appointee may be, as long as you don’'t bother my
appointment, I’1l1l1 go along with yours. That’s the worse
case scenario.

PANELIST URDY: But I think

those -- I agree. I think those are two separate
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issues. How they get appointed and who they should be

responsive to, I think that’s what we need to address,

first of all.

MR. GRAHAM: That’s right.
What are they responsive -- to whom? Whoever this
independent -- how do you get this independent board?
Who is it responding to? That’s a threshold issue that
we addressed earlier.

PANELIST URDY: And I think
fundamentally they have to respond to their customers,

whoever that’s going to be.

PANELIST SMITH: Well,
let’s list our potentials because the people they have
to respond to clearly are their customers, if they’'re
going to keep them, but also the taxpayers who are the
owners of this entity and whose sort of ability to live
in the City of Austin and afford to live in the City of
Austin is in some ways largely dependent on the quality
of management of this asset.

PANELIST URDY: Yes, I
agree. I think that’s the same -- to me that’s the
same --

PANELIST BARNSTONE: You
can list employees; too. Employees are also a

stakeholder in this.
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MR. GRAHAM: That’'s one of
the things that Price Waterhouse points out that’s so -—-

PANELIST BARNSTONE:

Dr. Urdy, I mean, responsive is a nice word, and, of
course, they should be responsive to the customers, no
doubt about it. You cannot run a business without being
responsi?e == highly responsive to your customers.

We're really talking about a fine legal peoint, and that
is fiduciary duty because there will be times when that
question will come as to who that person owes their duty
to. And if the answer is as -- if the answer is -- and
I don’'t know that that’s what you mean, but 1f the
answer is the customers, then this is a cooperative.
We’ve converted our city-owned, taxpayer-owned electric
utility into a cooperative, and that’s a fundamental
guestion. I mean, you know --

PANELIST ZUNIGA: Let me
draw one distinction here.

MR. GRAHAM: This is the
area where I practice law. And so what you're saying
is, they owe the highest obligation as a fiduciary to
someone out there. Maybe it’s the customers, maybe it’'s
the ratepayers, maybe it’s the taxpayers.

PANELIST BARNSTONE:

Exactly.
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MR. GRAHAM: But the other
question is, what type of abdication of control do you .
advocate from the City Council? Is this really a board
in which is totally autonbmous or is it a board -- other
than those three, other than the areas where you cannot
delegate?

| PANELIST SMITH: And, ves,

I would argue that's where we need to be going if, in
fact, this is to be a board that can respond rapidly.
It is total abdication with the exception of those three
things and the power to appoint. At least that’s my
understanding here; It should not -- the sort of
consensus I have from around the table is people don’'t
want a self-appeointing »or a self-replicating board.

PANELIST ZUNIGA: I want to
add a distinction that might be helpful, and that is,
the responsibility of an individual member of that board
may be different than the board itself, you know,
because there may be somebody on that board who was on
that board to represent just residential ratepayers.
And so I'm talking about -- so, I mean, I think that
distinction might be helpful.

MR. GRAHAM: So should

board members be from a particular interest or

constituency?
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PANELIST RILEY: I think
you will never get to the goal stated on Page 1 about
flexibility, quickness and so on if you have a
collection of nine-individﬁals representing their own
constituencies.

PANELIST WATSON: Since I
was the first one to raise the issue of board
qualifications --

PANELIST MARSTON: Xirk,
you need your microphone.

PANELIST HERRING: Can I
ask a guestion?

MR. GRAHAM: Yes, sir.

PANELIST HERRING: Are we
talking about a full-time board, or are we talking about
a board that meets once a month or some period of time?
And aren’'t we talking about a general manager that will
run the organization subject to the approval of the

board?

_ PANELIST SMITH: Yes.
Let’s all agree on that. That’s a good point

MR. GRAHAM: And that is a
very basic gquestion.
PANELIST HERRING: If

you’'re going to have a part-time board, then you ought

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512} 707-9073




(=2 B 1 B~ N B N ]

[+ BN |

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Tab 5: Historical and Other Material from EUC Member Shudde Fath 7g¢

to get the most capable and intelligent people you can
get as board members who probably would serve for
nothing.

MR. GRAHAM: So we're
talking about a board that is not -- that’s full-time
but does not -- doesn’t meet every Qeek, doesn’'t meet
every day? |

PANELIST HERRING: Once a
month would be enocugh.

PANELIST ERWIN: .I think he
hit the nail on the head, is that management is not --
the board is not fgll—time. The management is vested in
the management. It’s an advisory board.

PANELIST SMITH: And there
can be some varianée on that. And one of the questions
we may have to face later on tonight or tomorrow is
whether we want to do something like they have in
Sacramento, which is to create_anrexecutive committee of
the board that has a much tighter management control. I
suspect that David Freeman will tell you that’s a very
bad idea.

PANELIST ERWIN: How big is
their board, Smitty?

PANELIST SMITH: I don't

recall. It’'s a bigger board. And that brings us, then,
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to another model which I want to posit, and that is an
elected board as opposed to an appeinted board. And let
me throw that out as much more representative of the
city and certainly one that will allow people to have
some real input and to create a forum periodically for
debate over where the Utility ought to go in the future.
And I can argue both sides of this coin.

PANELIST ERWIN: Smitty,
that’'s the only thing I can think of that’s more
inefficient than what we've got.

PANELIST SMITH: I'm not
sure that’s possible, Al, but --

PANELIST URDY: Let me
throw out a known successful model. Senator Herring
will agree with me on this. This is the LCRA board.
It’'s prescribed how they will be appointed. They’'re
appointed members and they represent basically
geographic areas.

PANELIST BARNSTONE: And
they’'re a cooperative.

PANELIST URDY: Well,

that’s all right. 1I'm saying, you know, it’s -- I don‘t
care what we call it, but I -- and what they do is -~ 1I
think this does work. They represent -- or they

together represent certain customer classes. Somehow in
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this structure there has to be -- you have to develop a
system that brings together all of these different
customer classes because the competition is going to be
for different customer clésses. It's going to be
residential over here or industrial over here or smail
business or something, and I think you’ve got to deal
with those issues and you’ve got to develop your system
based on your ability to serve all of those different
types of customers successfully.

PANELIST RILEY: Charles --

PANELIST URDY: Otherwise,
it’s not going to work at all.

PANELIST RILEY: -- how
often does that board meet?

PANELIST URDY: Once a

month.

PANELIST RILEY: And they
do not micromanage?

PANELIST URDY: No. They
have a general manager.

PANELIST RILEY: Okay. A
comment, at least for me, the Sacramento executive
committee, to the extent it is managing the thing, I
think the worse thing in the world that we could do is

to try to micromanage John and his team, who I might say
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in my view have been performing with excellence, and I
certainly do not want to break that.

MR. GRAHAM: One model
which I haven’t heard yet--— of course, yet is, you
could have -- similar to the county commissioners, you
could have three or five persons elected, full-time,
paid salaries, they manage. No one has mentioned that.
I'm not writing it on the board. Okay. 1 wanted to
eliminate the obvious.

PANELIST WATSON: Let me go
back. What Dr. Urdy is saying about the way the LCRA

board operates gets back again to some of the things

that have been said over and over, and I want to make

sure I’'m clear on something. When you look at a
composition for a board, it doesn’t necessarily mean
that you are appointing advocates of certain positions.
Their fiduciary obligation is to the entire -- the
entirety of what they’re approaching, but what you can
do is -- by putting people from different bases,
different points of view is you get a better approach in
my view to the complete picture.

PANELIST HERRING: But
that’'s what the LCRA board is, five members that are
from the customers.

PANELIST WATSON: That’s my
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point exactly.

PANELIST HERRING: I beg
your pardon?

PANELIST WATSON: I said
that’s my point exactly, is that --

' PANELIST HERRING: And,
also, you have Rascor (phonetic) down the street, and
each county is a watershed, each county has a member.
So it represents the whole thing and they work together
and very seldom have to fuss about it.

PANELIST WATSON: And
that’s what my point exactly, and what I'm responding is
something Mr. Zuniga said. My -- when I throw out --
threw out the idea of let’s look at different
qualifications, I'm not saying you appoint somebody and
you say, now, your job, no matter what, is to represent
just a certain constituency, because that wouldn’t work.

PANELIST BARNSTONE: Well,
then why don’t we agree on that one simple thing, if we
agree on that, and that is, while there may be diverse
representation, while there may be a formula or
whatever, that in any case the duty of these board
members -- the fiduciary duty of these board members is
to the taxpayers of Austin.

MR. GRAHAM: Yeah. I think
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that’s --
PANELIST BARNSTONE: Well,
that’s an important point.

MR. GRAHAM: Manuel, did

you get --

PANELIST ZUNIGA: Yeah. I
think that would be great. I guess that’s ~-- my mistake
is not -- what I need to do is not to fall prey to what

we’'ve done in the past, you know, and said, you know,
it’s us against them. BAnd so I think your suggestion is
well-taken.

PANELIST BARNSTONE: May
I —-- you know; John Moore has sat here very quietly, and
he has an enormous amount of experience running the
Utility obviously énd dealing with various boards. And
that is really one of the main problems with the present
system that we have, is that Staff feels uneasy about
really leveling and saying, guys, this is what I think.
So, John, it’'s really time.

MR. GRAHAM: Now, how long
is the contract, John?

PANELIST BARNSTONE: I
mean, really what do I think.

MR. MOORE: Well, I think

the San Antonio model is a good model, and I know that
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we have a lot of concerns based on their practices. But
the fact is, if they have control over setting rates,
they can affect essentially everything about you. You
know, if you appoint somebédy they don't like or you do
this or you don’'t do that, you know, they could change
the rates anytime. That’s not the practice. It hasn’'t
been the custom in.San Antonio, but the council can
exercise a lot of authority, also issuance of debt. So
I think there’s a chance for a board that’s pretty
independent to still be under strong ties, strong
signals from the Council.

PANELIST BARNSTONE: Okay.
But what do you think? In other words, what kind of
board would you like to work with given all these

questions that Sam is putting on the --
MR. MOORE: Well, let me
just -- let me back up just a second. I think that --

PANELIST BARNSTONE:

Because they could fire you.

MR. MOORE: Right. Well,

I‘d like one that wouldn’t do that, but --

MR. GRAHAM: 1I’1l1 put this

at the very first.

PANELIST SMITH: Doesn’t

have the power to fire John.
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MR. MOORE: I like the idea
of, you know, tryiﬁg to have a diverse board but the
point that nobody is there for a single mandate. Within
that, though, I think it is important, it would be
useful from a customer standpoint, to have at least one
representative that could speak for ratepayers outside
the city limits even though that board’s primary duty is
to, as I believe the City of Austin always has, make
money out of running the utility.

When we talk, it just
automatically flows out that we want to take care of the
ratepayers, but we never make decisions that favor the
ratepayer over the taxpayer here. We make as much money
out of this utility as we possibly can every year. And
if that’'s going to be different, a cooperative as you
say, Robert, then you may want to think of the board
differentiy. But I think it would be useful in dealing
with the fact that we've got other communities{ as the
world becomes more competitive, to have some
representation from Westlake or far northwest or far
southwest or far east or whatever, at least some partial
representation there.

PANELIST BARNSTONE: Should.
the board nominate its successors?

MR. MOORE: I think the way
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San Antonio does it -- which the practice has been one
thing. 1It’s changing. I think the board ought to
nominate its successors and the Council ought to
approve. I would have a iét of problems with an elected
board.

MR. GRAHAM: John, what
you’'re also saying is, because the retaining of the —-
what I put as the big three by Council, through that the
Council still has a great deal of input as to the
actions of the, qubte, "independent board"?

MR. MOORE: Yes.

MR. GRAHAM: I checked
"fiduciary" because we're all in agreement that there is
a fiduciary obligation and also that no one would
propose a board -- none of this group would propose a
board in which the members would report. Our main
allegiance was to a special group, special interest or
even if you used geographical basis. From your
experience at the LCRA, those members, once they’re on,
look into the interests of the entire LCRA and not the
rice farmers or not the Uplands, so on, and that would
have to be very clear.

PANELIST URDY: Right.

MR. GRAHAM: The format

that we’ve talked ébout would be a board but not a
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day-to-day board with general authority, day-to-day

operations run by a general manager. John just felt --

or stated strong reservations about an elected board.

Is that the consensus?

PANELIST URDY: Yes.

PANELIST MARSTON: Yes.

MR. GRAHAM: OQkay. I'm
going to put a big check out here.

PANELIST SMITH: I don’'t
think it’s a consensus. I think it’'s something we ought
to discuss a little bit more thoroughly.

MR. GRAHAM: Okay.

Let’'s --

PANELIST SMITH: I think
there are reasons why an elected board could be a :eal
advantage to us. I think it could provide us for that
kind of representation that we need from various kinds
of districts. It does engender discussion about the
future of the Electric Utility in a very public way that
we don’t get very often here. I've been in Austin now
16 years, and 1 think, while there have been a lot of
debates that’s headed by electric utility junkies like
most of us in this room, it wasn’'t until we really
started talking about the sale of the Electric Utility

that it began to be front-page news and people really
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cared about it. And we’ve had an election about the
sale of the nuke years ago that also triggered a lot of
debate. But with the exception of those two occasions
in 16 years, it’s been a §ery kind of quiescent kind of
6peration. And I think that an election, if we finance
the elections publicly, could allow us to really control
our utility in perhaps the best way possible.

MR. GRAHAM: So you're
talking about no contributions and the Utility pays for

the election?

PANELIST SMITH: Yep.

MR. GRAHAM: Manuel?

PANELIST ZUNIGA: I think
that would lead tc¢ government by soundbite, and I think
that’s the worse thing we could do. The discussion
publicly is always going to be very superficial. If you
talk too much about the specific issues in an election,
the voter doesn’'t want to listen. I think that we have
the vehicle by which the public has input, and that is
through the Council. . The Council is the big dog in this
discussion. So really we don't need any more than that.

PANELIST ERWIN: I’'d like
to add one more point as a former chairman of the state
commission. I went to NERC (phonetic) meetings, Smitty,

and the elected commissions were fairly consistently
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either totally controlled by the utility they were
supposed to be regqulating or they were totally
controlled by people who vowed never to grant another
rate increase in the histéry of the commission. So they
were one extreme or the other, and the elections hinged
on that.

PANELIST MARSTON: Are you
saying our PUC is different than one of those extremes?

PANELIST ERWIN: Yes.
Appointed commissions are different.

PANELIST MARSTON: I'm
sorry. That was too easy for me.

PANELIST BARNSTCONE: And
that’s a requlatory body. I mean, I think very simply
is that I can’‘t think of a single business enterprise
that’s ever run successfully with -- you know, this size
with a --

MR. GRAHAM: Well, Robert,
you theoretically elect a board of directors by
shareholders, and it certainly is not public campaigning
and it’s not election by soundbite. On the other hand,
the idea of utilit§ funding and other limitations on the
electoral process, if you can get that through, that
certainly might answer this problem.

PANELIST SMITH: And
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certainly the co-op movement is a classic example of
electoral democracy that works very well and has
engendered lower bills and rates than the investor-owned
utilities have in the Stafe of Texas. Speaker Laney
came initially to the state legislature because he was a
person who campaigned very, very hard to become
president of his local electric co-op and gained
prominence in his community through that kind of
electoral politics and more grassroots than perhaps
anything we have left in Texas because there isn’t a
whole lot of money in —- traditionally up until this
last little deal where everybody in the world was trying
to bid for the City of Austin and the governance of the
Electric Utility. It has been generally something where
people have done that out of belief that what they could
do is speak for thé community, and the decisions are
much more profound than they entrust to an appointed
board.

PANELIST BARNSTONE: May I
just ask you this question: On qualifications alone,
are you more likely to have a higher qualified board
member if he were appointed than if he were elected?

PANELIST MARSTON: What you
ask Robert, you’re the only one -- or one of two people

that got elected here -- no. Wait. Senator Herring,
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too, three people.

PANELIST BARNSTONE: It was
a fluke.

PANELIST URDY: The problem
that I have with it you have part of the same problem
you had with the City Council. One of the problems the
Council has is elections. And during that period, you
know, that time goes longer and longer after a while,
maybe a year long if you have a difficult race, you’re
paralyzed. I mean; you’re not going to get rapid
response on this issue if your board is out campaigning
for reelection and, you know, making promises to voters
to get elected. I mean, I just don’t think it can
possibly work myself.

MR. GRAHAM: There are
different views as to whether an election would be the
prudent thing to put on this board. Okay.

PANELIST SMITH: Let’s go
around and check. I mean, I may be the only advocate
for election on this particular group. So --

MR. GRAHAM: 1If you really
want a question on that, okay.

PANELIST SMITH: Let's see
if we can cut to the chase.

MR. GRAHAM: We have one
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advocate for an elected board.

PANELIST ZUNIGA: I say no.

PANELIST BARNSTONE: You're
a brave man.

MR. GRAHAM: We have one
advocate. Any,othér advocates? Yes, sir?

PANELIST MARSTON: Part of
what this board needs to do probably is similar to what
the City Council ought to do, and that is to give more
authority to management. A lot of the concerns we’ve
heard about this board are not related to whether we
have an independent board or a city council. The
problem may be exacerbated because the City Council is
elected and worried about one of the morning talk shows
making fun of them for $5,000 being spent a certain way.
But the truth is, the need is whether we have an elected
board -- I mean, an independent board or the City
Council, and we need to have more authority for
management to make purchasing decisions.

PANELIST BARNSTONE: Let me
just say this.

PANELIST MARSTON: Right.

PANELIST BARNSTONE: It’s

hard for that to happen.
PANELIST MARSTON: I agree.
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But I think -- well, my point is, we need to go to the
community and say management has to make some decisions.
Capital Metrc is an independent board. Okay. The same
talk shows -- every time Cépital Metro dares spend money
for anything, they get pilloried on the radio or the
like. Management has to have authority to make
decisions, and we need to start educating the public
that we -- that in with public entities management is
going to have to do that and we’re not going to get to
second-guess every 5,000~dollar decision, whether it's
the City Council or the independent board.

MR. GRAHAM: So one of your
points is, just the creation of a board does not mean
the Utility is going to be run in a more businesslike
manner with a faster response time? In fact, you could
be creating a board that would do just the opposite if
it got into micromanagement?

PANELIST MARSTON: Right.

MR. GRAHAM: And that is --
an insulation from that or some type of protection from
that is —--

PANELIST MARSTON: We need
to, I think, say from the -- as part of the -- maybe not
the legal structure, but as part of the admonition to

the board that management has to be given authority, and
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thét’s -- and even though it’s a public entity, it‘s got
to be managed -=-

PANELIST BARNSTONE: You
want good management.

PANELIST MARSTON: I agree.
But part of your management is letting management --

| PANELIST ERWIN: You want
it to have strong management.

PANELIST MARSTON: Strong
management, that’s right.

PANELIST BARNSTONE: I
couldn’t agree more. And let me just say, when Disney
meets, you don’t think that Michael Eisner is in there
saying, fellows, we’'re going to do this, we're going to
do this, we’'re going to do this, this is the plan and so
forth? As a matﬁer of fact, the LCRA is a very good
model.in that sense. And, again, our process right here
is not easy on Staff. Staff is not completely free to
say this is crazy or we need to do this or have you
thought of that. We don’'t get that wane of opinion.

The LCRA, I think the general manager has much more
leadership involved in that. But I think that that will
naturally happen if you appoint the board. They’'ll get
their on working relation.

PANELIST RILEY: Sam, I
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think there’s consénsus on that point, but I also think
that a minute ago you were saying it would be hard to
do. And I was getting ready to agree with you because
there are a lot of examplés around this town where
that’s not working. So I think one of the major actions
to make this successful is we have to do a major
campaign in this town to tell people that John and his
team can win in this competitive environment. I believe
he can and I believe everybody around this table thinks
that he can, but there aré some cultural issues to
overcome in allowing him to do that.

PANELIST WATSON: You've
got to let the manager manage or the executive director
direct.

PANELIST ZUNIGA: Or, if
not, we’ll fight them all.

MR. GRAHAM: There may not
be a traditional way in this city for things to be done.
I think it was one of the members -- I think it was Jim
who mentioned the high degree of democracy we have in
this community. So -- and it’s the line between a high
degree of public input and letting management manage,
something -- this community resource.

MR. MOORE: Sam, could I

add something to this?
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MR. GRAHAM: Yes,

MR. MOORE: I think, you
know, the point Jim was making about strong management
and a board and all is reéi good. And, Robert, you and
Dr. Urdy know this real well. If you have an elected
board like an elected council, you end up with a
situation where most of the time for most of the members
there’s tremendous risk aversion. They cannot stand
embarrassment. So the first little embarrassment, they
turn to Jesus. Théy say something, "I don’t want to
have that happen again."

He looks at me. He says,
"I don‘t want that to happen again. I know you know
that, but to make sure, I'm going to also have somebody
check on you so it can‘t possibly happen again." And
pretty soon you’ve got tremendous bureaucracy.

PANELIST ERWIN: No one
makes a decision.

MR. MOORE: Yeah. It gets
very difficult to do. So I think elections hurt. Now,
I don't think they’re the only answer. Beyond not --
you know, having some freedom to make a mistake
occasionally and have some incentive to take some risks,
you may also need to build in a certain amount of

authority. I mean, if the Council didn’t have to prove
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every item we did under 37,000., they wouldn’'t be
subject to quite so many embarrassments. It could be
the management that they could hold accountable. But,
frankly, I've got a fairly'good deal. I can hardly be
held accountable for anything right now.

PANELIST BARNSTONE: And
that‘s one of the things that we haven’t said, but
that’s one of the things that’s wrong with the system
that we have.

MR. GRAHAM: You might see
if you can find out by tomorrow what authority the ACC
board has retained and what it has delegated.

MR. MOORE: Austin
Community College?

MR. GRAHAM: BAustin
Community College, yeah, because I think they have
delegated a great deal of authority and have two or
three basic -- all they’ve retained is two or three
basic policy decisions, and I was rather surprised when
I found that out.

How do we select this
group, then? Election, we have one person that likes
that idea. We have others that think it’s not such a
great idea. How long do they serve -- if not an

election, how do you get them there?
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PANELIST BARNSTONE: Can we
divide the question? |

MR. GRAHAM: Yes, sir.

PANELIST BARNSTONE: First
of all, critical in this is the question of the initial
board because.the first guys out of the shoe are going
to set the path, and then there’s a question of
succession thereafter. So I think it’s really different
as how we get to the first board and then how then does
succession happen. I think -- I mean, I hate to just
throw it to the City Council myself. T do think that
some group like this with the very fine people serving
on the Electric Utility Commission ought to nominate
some people. I think we ought to do a very --

PANELIST ERWIN: Nominate
them to the City Council.

PANELIST BARNSTONE: Yeah,
nominate them to the City Council. Let’s begin this
nomination process. I don’t think we can have too high
a hurdle because one of the benefits of all of this, as
I said, is getting the most competent people running it.
And so I‘m for a more formal search, a search committee.
How does everybody feel about that one?

MR. GRAHAM: We're getting

to the hard stuff. This is the hard stuff.
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PANELIST SMITH: Yeah. And
I think the other set of questions we're going to have
to deal with -- you had it up here earlier -- is whether
we create a list of qualifications for various members
or whether they’re all at large and we somehow assume.

MR. GRAHAM: And one other
thing. I don’t want to pick on Smitty, but the purpose
of this group of people is not to reach a consensus.
The purpose is to fully air the various issues, as I
understood it. So is this what you were talking --
this --

PANELIST SMITH: Yeah.

MR. GRAHAM: Yeah. The
other is, how long do they serve? Do they have special
knowledge? Constituents we talked about elsewhere. We
also talked about a geographic area as a basis of
representation. Yes, sir?

PANELIST ERWIN: And I ha
a point since I brought up the geographic area of
representation. If fiduciary responsibility is truly
the test, then I don‘t care about geographical
representation. I-mean, if that’s really going to be

what they’'re responsive to, then being outside the city:;

i
&

Ve

Yy,

really doesn‘t make any difference to me.

PANELIST SMITH: OhL/I
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agree, Al. And 1 gon't mean to be agreeable, and I
often find myself in a position where I do that.
Whé£ -- you and I are probably the only people who live
outside the City of Austih'on this board. And I've now
been watching this electric utility get torn up by
people who live outside the city for the 16 years I've
lived therér people who complain that no one ever pays
any attention to their needs and that it is not
representative to them. And I think it Qould be
shooting ourselves in both feet and probably in one
hand --

PANELIST ERWIN: Not to
make it a slot.

PANELIST SMITH: Right.
And if you think Sam and Bob have come loose already,
just wait until the Westlake picayune crew start really
tearing into this thing and get folks stirred up.

PANELIST BARNSTONE: It
certainly is a fair question. I wonder just for the
purposes of our -- that we set the formulation issues
aside for a moment and get to those --

MR. GRAHAM: I‘m listening.

PANELIST BARNSTONE: --

later, because once you raise geography, then you raise

rate classes and all of that business. &And so --
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MR. GRAHAM: Let’s go back
into dividing this into two sections. The Board No. 1,
as I've called it, first board, the trailblazers, the
most important board perhéps for the overall success of
the entire scheme and then the successors. And Robert

has put out a. .search committee, and I suppose out of the

search committee you'd have nominees, maybe 50, maybe

100. I don’t know.

PANELIST MARSTON: If I or
my friends get to be on the search committee, I'm always
for those. When I'm not on them or my friends are not
on them, I'm not for them. And I think that’s probably
true of everybody here.

PANELIST BARNSTONE: That’s
not true.

PANELIST SMITH: 1It's
Marston’s Axiom No. 1, if I get to choose, I like that.

PANELIST BARNSTONE: I
mean, we have made a lot of progress here. I mean, we
were saying that we’re going to find the most qualified
people we can find, we’'re going to -- we’'ve established
their duty, much of their scope of responsibility.
What’s wrong with --

PANELIST MARSTON: Well, I

guess the problem is, what’s the most qualified is in
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the eye of the beholder. I mean, I would suspect El
Pasc Electric thought they had hotshot business people,
all highly qualified, and they did the impossible,
bankrupt a monopoly. I jﬁét think we need -- I mean, on
the other hand, LCRA has a bunch of folks that are --
have wide range experience. I mean, they’re rice
farmers, they’re people who represent marinas, people
who are —-- at one point, they had somebody who was from
a iabor union from Austin.

PANELIST BARNSTONE: Well,
let’s back up. If you don’t like the search committee,
what do you want?

PANELIST MARSTON: I just
think you’ve got to trust the City Council to -- I would
have some spots and I would have a -- the -- and I think
it’'s great to have us informally give names. |

PANELIST BARNSTONE: But
you're saying th;ow it to the City Council?

PANELIST MARSTON: Give it
to the City Council.

PANELIST BARNSTONE: Well,
they have the say; they have the power.

PANELIST MARSTON:
Informally give names, I think that’s a great idea. But

to have some requirement or some belief that we -- I'm
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sorry. Go ahead.

PANELIST RILEY: You two
are closer than you think.

. PANELIST MARSTON: That’'s
brobably right.

MR. GRAHAM: You are.

PANELIST RILEY: The City
Council, you are both saying, would have the ultimate
say. Robert is merely recommending that we give them
some good ideas to -~

PANELIST RILEY: I’'m not
opposed to getting good ideas. What I would not have is
a prerequisite that you had to be nominated by some
search committee before you could be elected -- or
appointed by the Council.

PANELIST SMITH: And let
pick up on that, that I think that one of the major
problems I;ve always had with the City of San Antonio’s
electric utility -- or public service board and others
was the homogeneity of those boards, and I don’t think
we’'d get away with that with our City Council making
those appointments. But I think what would be helpful
if (inaudible) we go through a process of nominations
but the city councilmembers also sblicit and place names

of nominations and some group of those people, then, are
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selected and that you have some sort of minimal number,
be it 25, of qualified nominees before the City Council
can begin that process of selecting so that you aren’t
in a process where you're.make picking just among a few
potentials and you have several different sources of
input to the City Council and not just have a
self-perpetuating board like San Antonio has done.

. PANELIST MARSTON: Robert,
do you like that? I think Len may be right. I was
overstating our differences and overstating what --

| PANELIST BARNSTONE:
Probably so.

MR. GRAHAM: Well, if the
board is not elected, isn’t the initial board going to
be created by the City Council?

PANELIST URDY: Sure.

PANELIST BARNSTONE: Right.

MR. GRAHAM: .So it's a-
matter of how do you get those names and then the EUC,
one member for Council. One suggestion we’ve had is
that in order to be on this board that you must be
elected by the majority.

PANELIST BARNSTONE: Sam,
let me tell you something.

MR. GRAHAM: Micromanaging?
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PANELIST BARNSTONE: No,
no. You're doing an outstanding job. This whole thing
falls on its face if you don’t have a good bcard, you
know., If you don'£ have - I want to give the Council
every bit of help and -- but -- I think they need it.

PANELIST WATSON: Well,
they ought to be asking for it.

PANELIST BARNSTONE: They
have asked.

PANELIST WATSON: That’'s
what I'm saying. I’'m agreeing with you. What I'm
saying is, I think you can give them a lot of help as
long as they -- they ought to ask for that kind of help.
They -- but the key is, if you submit four names, they
shouldn’t be required to just say —-

PANELIST BARNSTONE: On
that point, I think, Smitty made, if Smitty and I want
to‘do a minority report and say we think we ought to
nominate Smitty, you know,rthat's it. 0Of course, no,
no, no. There’s no sense to limit. But, you know, this
is a difficult job. You know, we‘re going to ask people
to give up their time, to be responsible.

I mean, you’'re talking
about a lot of responsibility, because when you're

talking about making an investment decision of a billion
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dollars, say, to build a nuclear plant or something like
that or a little old 400 million dollar generating gas
turbine, that’s a lot of responsibility. So when I say

a search committee, I don’t mean just a search

/’bommittee. I mean a recruitment committee I want -- I

S

think that there’s people out there who may be reluctant

to serve, that we may want them to serve. I don’t want

—_

just the eager beavers who think that -- you know, they
want something on their resumes. I want people of
substance, and part of the research effort is
recruitment.

MR. GRAHAM: So if there
were a search committee --

PANELIST BARNSTONE: By the
way, let me throw out something controversial.

MR. GRAHAM: We hadn’'t been

doing that earlier.

PANELIST WATSON: It’s
about time.

PANELIST BARNSTONE: I
probably should hold my peace on this,‘but I'm just
going to throw it out because I raised the issue of
responsibility. I think that there ought to be
reasonable compensation to those board members.

PANELIST URDY: Oh, I agree
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with that.

PANELIST SMITH: Yeah. I
don’t think any -- I certainly would not disagree with
that. |

PANELIST URDY: You know, I
think on the first question, though, if the Council is
going to appoint tﬁe initial board, I think we ought to
leave it at that because you can say what you want. If
the Council is going to appoint them, they’re going to
do it the way they want to. I mean, if it’s going to be
one for each council -- there’s nothing we can do about
that. You know, I mean, we can say what we want, but, I

mean, Council --

PANELIST BARNSTONE:
Dr. Urdy, you’'ve got a lot of experience. You’‘ve got 12
years of experience. You can look at people; you can
evaluate a candidate. And I think there’s something
interesting that happens when the community comes
together as we have tonight, and it’'s quite a powerful
voice. And I think that the Council would listen, and
if, in their wisdom, they said we don’t like what you’ve
done, they can do that.

PANELIST URDY: Well, I
don’t have a problem at all with this -- you know,

anybody recommending, you know, whomever they would to
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the Council to serve, but, you know, on the
technicalities of whether they do it one per person or
whether they have a consensus —- ultimately they always
have a consensus on all of'them, even when they say
they’'re doing it one per person. The Council has to
pass on it. I mean, they do this on other boards where
they aren’t prescribed one, you know. They come to that
agreement, and then everybody --

PANELIST BARNSTONE: A
terrible result.

PANELIST URDY: So there’s
nothing to -- you know, this is sort 6f, I think,
wasting time to try to tell them how they must vote on
this.

MR. GRAHAM: Sure.

PANELIST URDY: TIf the
Council is going to appeint them, the Council appoints
the initial board. That's it.

J/mf”““' MR. GRAHAM: So the idea is

‘/éb have a blue ribbon type search committee to persuade
people to take on this onerous duty, but whoever is

selected might not be limited -- wouldn’t be limited to

just that 1ist, and perhaps four votes would be

necessary to be placed on the board.

\\mwﬂ- PANELIST SMITH: I think it
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would -- but I would suggest that what we do here is say
that the search committee be responsible for coming up
with some number of nominees far in excess, twice, four
times, whatevér, the numbér of seats are. And part of
the point that I think Robert is making and where I
would agree with him is in my experience of city council
appointments, is that frequently the people who are
appointed are political insiders, people who one way or
another know a city councilman or a city councilwoman
who are contributofs, are people who are active in the
neighborhood associations or who’ve got the loudest
voice and keep getting appointed to these various
committees because they’'re always out here complaining
about the electric utilities and you want to shut them

up by making them responsible.

What I'm suggesting here is

that, as Robert has pointed out, there are people in the
community who really know a great deal who don’t surface
in those circles, and maybe a search committee on a
periodic basis when it’s time for reappointment can get
those people who are upper level management in a
corporation or who.are board members for another
organization who really know a great deal about it, or
folks at U.T. who don’t surface in our day-to-day

deliberations down here at Council because they’re busy
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teaching kids.

PANELIST URDY: When you
say "search committee," you're talking about just a
group of citizens who makélrecommendations? You're not
talking about a formal search committee or --

PANELIST SMITH: Right.
I'm talking about maybe this group or a group like
this -- I don’'t necessarily want to serve on it -- or
the EUD and, as a successor organization, perhaps a
subcommittee of whatever board we create.

PANELIST ERWIN: Back to
what Dr. Urdy said, am I wrong? I kind of perceived
that the City Council sees themselves at this point as
sort of an impediment to the management of the Utility.

I think they’re sort of --

PANELIST BARNSTONE: So
what are you sayiné, Al? What are you saying, though?

PANELIST ERWIN: The worry
about whether they’'re going to recreate the wheel and
not appoint a responsible board might not be as strong
as it was two years ago.

PANELIST BARNSTONE:
There's no suggestion -- you know, we’re not saying
without us you’re not going to appoint a responsible

board. We’re just saying let’s -- the whole structure
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here is to get the best and the brightest, the people
that can best guide this through a competitive
environment that we see on the horizon just for the sake
of good management. So hbw do you do that?

Once again, every major
corporation has a search committee for its board
members. I mean, we’re not -- I'm not suggesting
anything that isn’t done every day in every board. They
also compensate their board members. I think that as
many lessons as we can take from private industry
because, again, this is an enterprise. We ought to do
so. And for a long time -- I mean, you know, we've been
talking all around this, but that’s where we're going.
We’'re saying how can we replicate this so that it works
for its shareholders, the citizens of Austin, in the
best way possible.

MR. GRAHAM: I flipped back
to the very first page. I want to go through these
rather quickly because it’s 8:00 o'clock, and we have
five people that I know of who want to ask a question or
make -- so are there any issues -- as we go through
these pages, are there any issues that you want to
discuss any further before --

PANELIST BARNSTONE: The

only other thing that I can think of that we want to
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take on right now is whether or not there will be a
tenure, what kind of tenure are we talking about for
the -- well, actually --

MR. GRAHAM: Well, terms,
uh-huh.

PANELIST BARNSTONE: Terms.
Do thev serve at will?

PANELIST ERWIN: I think
the San Antonio example is a fairly good‘one where
they’re staggered like LCRA’'s board.

PANELIST BARNSTONE: OQkay.

So staggered terms but at will?
PANELIST URDY: But at will

to whom?

PANELIST BARNSTONE: At
will to the Council. See, that’s a powerful club --

PANELIST SMITH: Well, I
think there’s an easier --

PANELIST BARNSTONE: --
because everyone hés a few misgivings, what if they do
this, what if they do that, what if they do that. And
the answer to all of those is -- |

MR. GRAHAM: Yeah. I was

going to say I also —-

PANELIST MARSTON: I'm not
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sure how I feel about that, but I think that’s a very
important point.

MR. GRAHAM: I would like
us to spend about five miﬁﬁtes before we leave setting
our agenda for tomorrow.

PANELIST SMITH: And let’s
see if there’s something else that we can clean up. It
seems to me there’s a general consensus around
staggered. Is there also a general consensus around
term limits?

PANELIST BARNSTONE: Term
limits..

PANELIST SMITH: Like two
terms?

MR. GRAHAM: Depending on
the length of time.

PANELIST BARNSTONE: I
don’t think so.

PANELIST MARSTON: Let’'s
have it on the agenda for tomorrow.

MR. GRAHAM: Yeah. And
that’s a threshold. It would depend on your length of
term, also.

PANELIST URDY: I'm not an

advocate for term limits.
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PANELIST BARNSTONE: No. I
think they get a gold watch if they stay 20 years.
‘ PANELIST ZUNIGA: You
wouldn’t want to lose a Shﬁdde Fath.
~ MR. GRAHAM: Well, thank
you for allowing me to -- as you can tell, I did well in
penmanship. Is thgre anyone else that signed up? 1Is
Dorothy Jackson still here?

MS. JACKSON: Yes.

MR. GRAHAM: Yes, ma'am, if
you wouldn’t mind coming down to the microphone.

MS. JACKSON: Not at all.
Thank you, gentlemen, for letting me talk to you this
evening. I do not like blackouts. I do not like high
rates to pay for utilities. So how fair is an appointed
board to the taxpayers? That’s the question I have to
ask you. You’'re all talking about fairness and
appointed boards. How fair is an appointed board? If
I'm in power and I like you better than I like him, I'm
going to appoint you. So how fair is it? If it’'s an
elected, it’'s elected by the whole body. It should be
elected by everybogy if it’s an elected.

How can we save money? Why

not sell the nuke? Can’t you sell part of it without

selling all of it? Why not get rid of the nuke? 1I’11
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sell it for you if you want me to. I’'ll be glad to.

And some people are paying more in the summer for
utilities than they’re paying for mortgages. I'm
interested in not only todéy but in the future for my
children and my grandchildren teo be in Austin. How is
our Electric Utility stacking up? Does it need a lot of
repair? Can we carry it for 20 years or more or 50
years?

We need a lot of questions
answered before we decide on just one or two people.

But I want somebody -- if my lights go out, I want to
talk to them now, not tomorrow, not next year. Thank
you. I appreciate your time.

PANELIST SMITH: And let me
answer a couple of your questions. One is, I think,
clearly your liability is a primary concern of everyone
here and the Utiliﬁy itself. We have made a serious
attempt at the City of Austin to try and sell our
nuclear power plant, and the most recent case to come
down about two weeks ago, the raging Cajun co-op, out of
Louisiana had to pay somebody to take the nuke off of
their hands.

And as the chairman of
their public utilities commission said in Louisiana,

nuclear power plants like River Bend in that case -- and

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073




10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

Tab 5: Historical and Other Material from EUC Member Shudde Fath 114

I think River Bend actually performed slightly more in
South Texas -- are kind of like a car, and he says
that’s such a bad car that if you took it down to the
French Quarter with the kéfs in it and the window open
and put a sign saying "Keys in the ignition," it would
still be there tomorrow morning. And that’s what we’re
faced with our nuclear power plant. Nobody wants it.
Somebody offered them a dollar here at the City of
Austin and they laughed and realized that maybe that was
the best deal they had on the table.

PANELIST ZUNIGA: So if you
can sell it, you’ve got a commission coming.

MS. JACKSON: Well, 40
percent of our bills, I understand, goes to that.

PANELIST SMITH: Yeah,
that’s true. If we could give it away andrstill just
pay off the debt, we’d probably save somewhere between
20 and 30 million dollars a year, which is enough to
make the difference between our current utility transfer
and what we think we need to be to be competitive. BSo
that’s the kind of stakes we have, and if we could just
convince our partners to shut it down and walk away from
it, we’d all be making more money than we are today.

MR. GRAHAM: Thank you.

PANELIST SMITH: They’'re
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not dumb enough to buy it.
MS. JACKSON: Thank you.
MR. GRAHAM: Robert Donley.
MR. DONLEY: Good evening.
My name is Robert ﬁonley. Well, one of the questions
that I have is the very fact that this committee -- this
board is -- we are speaking about democracy and having a

board or a committee that is representative of the

-people. Here you have a -- every business and special

interest in the color wheel, but you don’'t have any
citizens on this committee that represent the common
ratepayer. And another thing is that you’re starting
off wrong because from the very beginning you don't --
this is —-- locks like a good old boy thing here.
There’s nothing but men, and I think this is not showing
the best intentions to the City of Austin. I think that
it’s flawed from the very beginning. And how do you
propose to have this inclusion that you speak about?
All you see here is male.
MR. GRAHAM: Thank you.
PANELIST SMITH: I think
that’s a concern that many of us share, and if you look
around you, Mr. Donley, at the Electric Utility
Commission, you’ll find that it’s well-represented and

some would say dominated by the women on the board.
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COMMISSIONER FATH: We

<: wish.

R COMMISSIONER JONES: Sam,

why don’t you let Teresa féspond to that in terms of the
” list of invitees and their work --

MR. GRAHAM: Sure.

COMMISSIONER REEL: Yes.
There were a number of people that were invited,
" including Christi who -- females, different areas of the
neighborhood, and there were people with conflicts
tonight. We gave people short notice, and we will have
a different panel for the discussion on transfer; and
with a little more advance notice, we’re hoping to be a
little more diversified.

MR. GRAHAM: Mr. Hunter?
Oh, go ahead.

PANELIST URDY: I just
wanted to mention the issue that he raised about
" represeﬁting the common ratepayer. I think that’s where

Smitty comes from and, I mean, I consider myself to be a

fairly common ratepayer myself with the same problems
all the other ratepayers have. So, you know -- and I
share the concern. And I'm glad to know why there were
no women, but other than that, you know, the EUC asked

us to serve,
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PANELIST WATSON: And I'm
kémmf
~Carrie Tate was invited -- was the initial -- I'm not
supposed to be here.

COMMISSIONER REEL: We had
a woman, but Kirk showed up.

MR. GRAHAM: Yes, sir?

MR. KAHN: I'm Bob Hunter.
The question I would ask, is it commonly appreciated
that the residential ratepayers have a very close area
of interest with the industrial ratepayers? If we
through bad policy do not make our industrial rates
satisfactory, then the individual residential ratepayer
is going to pay the price.

MR. GRAHAM: Okay. So the

relationship of different ratepayer groups is

intertwined.

MR. HUNTER: Exactly.

MR. MOORE: I think that’s
well pointed out on Page 2 of one of the handouts here
that --

PANELIST MARSTON: Let me
say something about that handout because the consultant
has said now several times that the risk is much, much
less to the consumer than that handout implies and, if

he had it to do over again, he would do that
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differently. He tried to put in there a worse case
scenario but on aséumptions that are impossible to
happen.

One is that the Utility
does not grow at all. I saw in the paper today we’re
going to grow. like crazy. §So all those numbers are out
the window to begin with. Secondly, that we don’t pay
down the debt at all, those numbers are already stale.
We’ve already paid down the debt several -- a few
million dollars in the -- or at least several hundred
thousands of dcocllars. We do it every day. And, third,
that we would do -- third, that all the industrial
consumers and all the commercial cdnsumers leave the
utility and that’'s juét not going to happen. It’s
physically impossible to happen. And the fourth thing,
of course, 1s that the utilities not receive any payment
for stranded invesément, and the consultant admits that
he should have highlighted that number.

So the risk is -- there is
a real risk. I don’'t want to say that. The risk is
just simply markedly less than that picture implies. I
do think, though, the point is well-made there that we
have a need to try to keep some part of the industrial
base, and we’ve got to act accordingly.

PANELIST BARNSTONE:
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Fortunately we don’t have to take on the rate issue or
any -- I mean, we’'re not running for it. We’'re just
talking about how to run it.

.~ MR. GRAHAM: Is
Mr. Fernandez still here?

MR. FERNANDEZ: Good
evening. I just want to briefly echo the sentiments and
the trust and the knowledge of John Moore and his team
in the operations of the electric department. Given all
the factors that he has to deal with in regards to
running an operation within a government setting, that
in itself is a challenge.

I also want to make a
comment in regards to the people that are selected to
serve on this independent -- and I think "independent™
is a very, very important word in how it’s
interpreted -- are folks that must know and understand
the business because, if not, we’'re going back to the
same old selection of individuals based on politics, and
that has proven to be not very profitable and not very
wise. And that’s why we’'re in a position now that
because competition is coming that we need to look and
turn the other leaf and base it based on quality, based
on product output, and based on the fact that we also

need to contend with the government element of this
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organization. We cannot have the cake and eat it, too.
it's a government entity. We have some privileges on
the tax issues, tax-exempt bonds. If this was a private
organization, that wouldn;t there be.

So there’s a lot of folks
out there that because of economic reasons are efficient
users of electricity. Many people in my community have
no other choice but to be efficient. And it is those
type of individuals that can bring some wisdom to
operate and knowledge to the operations of an entity of
this magnitude.

But I think that the future
for the elegtric department is one of business, and,
therefore, it is very, very important -- and I agree
with you, Robert -- that qualifications -- you need to
speak to some type of criteria, some type of
qualifications that will bring the best judgment for the
interests -- for the best interests of the taxpayers
because, if not, we’ll be facing -- we'll be placed in a
situation where we’ll be having to go back to the
drawing board. And I think we should bring in all the
resources and visit all the existing boards that are out
there right now as opposed to try to reinvent the wheel.
And as you mentioned, there’s some good elements in the

San Antonio plant, and there’s some that you would not
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even want to dare duplicate here in Austin because
Austin is Austin and it’s not Portland or any other
city.

But with that, I want to
strongly emphasize the new arena that this department is
entering into. is no longer going to be the boss in this
environment. It’s going to -- the deregulation is
coming in and we just need to be competitive and be able
to sell that product, and if we’'re not wise users of ocur
monies, you know, we’'re -- we may face -- we may be
facing a situation where we are going to have to sell or
else we’'re not going to have a choice.

But thank you. And my last
comment is, I wish:-we could separate the electric bill
because my electric bill is -- the water rate is higher
and the garbage and I don’t know what kind of -- and my
electricity bills, it’s not that big, but it sends a
very, very strong and negative message when you havé all
of those combined together. Thank you very much.

MR. GRAHAM: Thank you.

PANELIST BARNSTONE:

Gavino, those were very, very wise comments. Thank you'
very much.

MR. GRAHAM: Mr. Byron? Is

Mr. Byron still here? Bruce Byron, he’s not here.
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Well, let’s talk about what wé're going to do tomorrow
night. Thank you for the comments. Those were
excellent.

What are we going to do
tomorrow night, Gentlemen? I can say genflemen. Is
everybody going to be back? Yes, sir?

PANELIST ERWIN: I have had
a death in my family. I am going to be in Corpus for a
funeral tomorrow.

MR. GRAHAM: Sure.

RANELIST BARNSTONE: Well,
we can begin the discussion with the question about
whether we -- we’'re going to explore the possibility of
recommending that the Council do this without a charter
election. That requires legal analysis. I don’t know
that it can be done by tomorrow. If it could, of
course, that’s just one more thing that we could
recommend. I mean, you know, the way that some of these
things get started is a consultant, not an attorney puts
it in the -- somebody just answers the guestion briefly
and boom the whole city is going off in this direction,
and if we can aveoid an incredibly costly and complex
process, I think that we ought to try it.

MR. GRAHAM: Yes, sir?

PANELIST ERWIN: Wouldn’t
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it be logic for us to come up with what they think is
the best forum and, then submit that to the attorney and
say, is this -- what has to happen before this can
happen. |

PANELIST BARNSTONE: Well,
that’s certainly one way to proceed. The other way that
be simple to say is, how far can we go this area in
contracting? In other words, how far can the Council
go —-

MR. GRAHAM: Let me ask
the -- Dr. Jones. After the public persons invited have
their four discussions, what does the EUC plan to do
with the information? We’re here at your invitation.

COMMISSIONER JONES: It’s
my understanding -- and Teresa may want to clarify
this -- that we were going to go through that
information, and from whatever has been transpired in
those documents, we would then prepare a report and
recommendation to the City Council from the Electric
Utility Commission. So --

MR. GRAHAM: §So we can
build a consensus tomorrow, i1f possible, and the people
that are on -- that are up here, I know -- what little I
know about you, I can’t imagine that if the EUC forgets

what the consensus is that somehow it will not get to
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the CitY Council anyway.

PANELIST BARNSTONE: I
think that it’s important -- if the community is
speaking -- |

MR. GRAHAM: 1 do, too.

PANELIST BARNSTONE: You
know, this is important.

MR. GRAHAM: Yeah. But
that’s the framework in which we’re oberating. So
tomorrow we can discuss -- and what are your assignments
again, your homework?

MR. MOORE: Well, there’s
some information. I’'m going to try to get as much as I
can for Robert’s qﬁestion about can this be done by
contracting with an entity versus a charter election,
Senator Herring’s questions about the history of San
Antonio, what exactly is their charter, how did it
change. We've got a lot of information on their
covenant, and we’ll try to run through a little bit of

that with you-all.
MR. GRAHAM: Covenant under

which it operates?
MR. MOORE: Yeah, the bond
covenants that set it up, the city charter, the state

legislation. Of course, the legislation is what we’ve
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been talking about tonight.

MR. GRAHAM: Exactly.

MR. MOORE: And I may have
a few other guestions, soﬁething about ACC board --

PANELIST BARNSTONE:

Dr. Urdy or anyone -- but especially Dr. Urdy. Do you
see any virtue in a charter election if it can be
avoided? I mean, is that something that --

PANELIST URDY: No. I
don‘t -- you know, I think the intended goal is to
create this independent board as efficiently as you can.
If it requires a charter election, fine; if it doesn’t,
fine.

PANELIST SMITH: I agree.
And let me go one step further, and certainly a number
of people are aware of this who are potential
competitors, is that charter elections by their nature
can be particularly risky. And the risk that I see is
that the -- there is no prohibition against a competitor
funding a significant race to defeat a charter amendment
to keep us in a noncompetitive position. Special
purpose committees can fund campaigns against a ballot
initiative or a charter amendment, and I would suggest
that we may want to take that back to the City

Council --
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PANELIST WATSON: And
deduct it from their income taxes.

PANELIST SMITH: And deduct
it from their income taxeé; And this is something I
would suggest we take to the City Council for an
amendment to our ordinances here to prohibit that from
happening before we take that risk. Marston is shaking
his head. He probably is going to tell me it can‘t be
done.

PANELIST MARSTON: The
Supreme Court case that says -- even worse than the
corporations that have their -- |

PANELIST BARNSTONE:
Commercial speech.

| PANELIST MARSTON: Under a
Supreme Court decision, you cannot prohibit corporations
even from funding votes on referendum on issues. So
even though good policy, bad Supremé Court decision
that --

PANELIST BARNSTONE: So
there’s unanimity on that point, which I think is a --
that’s a big one.

MR. GRAHAM: So tomorrow we
will receive back the information. We’ll also -~ yes.

PANELIST MARSTON: I don‘t
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want to -- I think I agree, though. The only reason why
I would think we might want to have an election is that
you then have buy-in or the electorate for this. If
it’s seen as a fundamentai‘change ~- and I'm not sure it
is, but if it is and the Council does it on their own
without sign-off of the electorate, then the question
is, does it become an election issue --

PANELIST BARNSTONE:

They're not giving it away.

PANELIST MARSTON: The
cther thing is the.possibility, of course, is that if
you can do it without a city charter election you can
unde it without a city charter election, and I guess 1
haven’t thought about this enough.

PANELIST BARNSTONE: There
may come one.

PANELIST MARSTON: And I
think I agree with you. I guess at this point did not
want to at 8:27 say I'm certain I agree with that point.

MR. GRAHAM: While you’'re
thinking about what we’re going to do tomorrow, Len, you
won't be here tomorrow night. If there’s something you
want to say tonight, be thinking about it and I'1l1l come
back to you in one minute, maybe two.

Okay. All right. So we're
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going to discuss what John is going to be bringing back.
We’'re going to discuss in greater detail the structure
of the board, critéria, selection —- well, we —-
selection or how to get iﬁ‘to the Council. We can
discuss ~- you're going to think overnight, Jim. Maybe
we'll talk more about election versus nonelection.
There’s a lot to be said for getting a community to buy
into something. On the other hand, having well-funded
opposition run by people who don’t live here with
limitless funds, I mean, that ain’t good either
obviously. Marilyn, yes.

COMMISSIONER JONES: Also,
on tomorrow evening, the commission members that would
like to make comments may also do so at that time.

MR. GRAHAM: 1In fact, we
have communication from the public as Roman Numeral I.
Was that intentional, Teresa?

. COMMISSIONER REEL: Right,
for anyone who’s here. And then if they bring up
issues, then the Panel can -- we can add that to the
list for discussion.

MR. GRAHAM: Okay. And
then question -- and so where did you plan for the
conmission members --

COMMISSIONER REEL:

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Tab 5: Historical and Other Material from EUC Member Shudde Fath 129

Question and answer.

MR. GRAHAM: Question and
answer at the end. All right. And, again, the same
time frame, 5:30 to 8:30?-‘

PANELIST SMITH: Would that
make sense to have the Commission talk with us before we

go through the rest of the day? I mean, they may know

~or have some opinions or have some thoughts that would

be useful.

COMMISSIONER REEL: Okay.
Then we’'d move that up to right after the citizen
communication.

PANELIST SMITH: I think
that makes sense to me, yeah.

MR. GRAHAM: Yeah. You've
got total flexibility here.

PANELIST BARNSTONE: And we
have the questions of search committee on there, too.

MR. GRAHAM: Sure,
absolutely.

PANELIST SMITH: And tenure
and limits and the issue of whether we can kick them off
once they’'re on there.

MR. GRAHAM: Yeah, are they

really tenured.
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_PANELIST SMITH: Yeah.
MR. GRAHAM: And how do

they get removed.

PANELIST SMITH: Right, and
what is -- what are grounds for removal.

PANELIST BARNSTONE:

Compensation.
PANELIST MARSTON: I think

Robert divided it between the initial selection and

subsequent selection, and we. never --

MR. GRAHAM: No, we didn’'t.

PANELIST MARSTON: We never

got to a subsequent appointment.

PANELIST BARNSTONE: And

that deserves its own consideration.

PANELIST ZUNIGA: Would it
be appropriate to talk about the manager’s relationship
to this board?

MR. GRAHAM: I think it
would.

PANELIST URDY: The whole
issue of -- in most cases, I think that’s written in the
law as part of the document, what are the charges to the
board and how it will function or what do you call that,

rules?
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PANELIST BARNSTONE: Really
along those lines, I mean, the real issue there is that
we’'ve talked -- you talked about the big three sign that
you put up there, the big.three powers. 1 mean, there
is the question about whether we want to retain other
powers than those three for the Council.

MR. GRAHAM: And these
concerns: how fair will your board be, very basic but
important items. We can discuss that as well, knowledge
of board members, qualified. Okay. Yes, sir?

MR. MOQRE: Assuming that
near this time tomorrow night ‘that there’s some kind of
a consensus, I think it might be useful for you and the
EUC to talk a little bit about what happens next because
I have seen the EUé send many well-thought-out
recommendations to Council that just -- and that’s all
that happens next. I think the EUC would like to have
your ideas on how you might make whatever it is you
think ought to happen actually happen.

PANELIST BARNSTONE: And I
understand that and I appreciate the fine, fine service.
I think this is really an outstanding EUC that we have,
and Dr. Urdy and I know exactly what John is talking
about. You know, the recommendations come and that is

the basic problem. It comes like with a flood of so
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much that they don’t focus. They’ll give it, you know,
half the thought that anybody else gave it. I think the
way to do that, of course, is for there to be a verbal
presentation to the Councii, that the Council understand
who was serving on the committee and that the
recommendations be very clear, crisp. And in their
outline, I think the Council would appreciate the
thought that went into them if they are presented well.

MR. GRAHAM: Len, did you
have a valedictory?

PANELIST RILEY: Actually I
was thinking of it as being the Eric Sevareid for the --
some of you aren’t old enough to know that, I guess.
About three hours ago, I think that probably none of us
around the table knew more than half of the others, and
I think some of us knew very few of the people around
the table, and other than having some homework that was
sent to us, I'm not sure that we exactly knew what the
agenda would be. But it seems like in three hours we
have converged on a consensus on an awful lot of points
and we have a pretty crisp agenda for tomorrow night.

So I'm very encouraged by the progress that‘s been made
in three hours, and I think this group can make a lot of
continuing progress to the benefit of both the

ratepayers and the taxpayers and the employees of our

THE EDWARDS FIRM
2021 Covered Wagon Pass
Austin, Texas 78744
(512) 707-9073




A U e W N

V= B o o]

10
11
12
13
14
15
16
17
18
19
20

21

22

23
24
25

Tab 5: Historical and Other Material from EUC Member Shudde Fath 133

electric utility here. And I will be briefing Ed and

~I'm sure he will share these thoughts that we’ve

converged on tonight, and we’ll look forward to working
with you tomorrow hight. B

. MR. GRAHAM: Thank you.
Smitty,-you had something?

PANELIST SMITH: Yeah. One
of the thoughts that had occurred to me in looking over
these materials is that there was some wisdom in that
many of the other utility systems had either a
councilmember or the mayor actually sit on the board

either as an ex officio member or just as an observer.

- And that may be a way to make some of the linkages that

are not currently being made between the Council and its
deliberations.

MR. GRAHAM: Okay.

PANELIST BARNSTONE: Good
suggestion, very good.

MR. GRAHAM: We'’ll -~ let’s
discuss that, too.

PANELIST BARNSTONE: And
just - Marilyn, you know, on this question of how to
get the Council’s attention -- and there’s many, many
fine, fine people in this room. You know, we have

Dr. Urdy here; we have Senator Herring. Either one of
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them would get the Council’s attention if they made the

presentation, I can assure you.

PANELIST URDY: Well, I

don‘t know. That might be true. But I do think that,

you know, this is the case -- the problem that we’'re
talking about. Council -- now the council race is going
on. The budget is ~-- you know, they’ve got big problems

with the budget, and this could very easily slip right
into next year before we know it. So I think we do have
to think very seriously about how we keep the -- and
continue to inform the citizens because a lot of this is
going on. The citizens are not really aware, and I
think this effort is very, very important to start
bringing the citizens into this and really.begin to
understand what actually is géing on.; And I think we
have to continue that at any rate. But, you know, it
could be a -- it might work just fine, but it could very
well be a challenge to try to keep this moving along
with the Council.

PANELIST BARNSTONE: I
think that there’s some momentum. I sense it. But like
John says, it can certainly fall, and I think it’s
certainly incumbent to keep the ball bouncing.

MR. GRAHAM: Well, thank

you very much. I look forward to tomorrow evening, and
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we will follow our agenda. But thank you again.
(At this time, the
proceedings were adjourned at approximately 8:35 o’clock

p.-m., Monday, May 13, 1996.)
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STATE OF TEXAS i
COUNTY OF TRAVIS )

I, LYDIA L. EDWARDS, certified shorthand
reporter and Notary Publié-for Travis County, Texas, do
hereby certify that the above-captioned matter came on
for hearing before the AUSTIN ELECTRIC UTILITY
COMMISSION as hereinafter set out.

I FURTHER CERTIFY that the proceedings of said
hearing were reported by me from videotape, reduced to
typewriting under my supervision and control, and, after
being so reduced, were filed with the AUSTIN ELECTRIC

UTILITY COMMISSION.

GIVEN UNDER MY OFFICIAL hand of office at
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A. How selected?

B. How long?

C. Special knowledge?
D. Constituents?

10) Selection
Board #1 Council Successors staggered

1. Search committee nominees (reasonable compensation)
Not limited to list

2. 4 votes

3. City council

11) Criteria
Search Committee group of citizens
12) Questions

A. How fair will board be?

B. Maintenance?

C. Size bills?

D. Common ratepayer interest?

E. Relationship of ratepayers common interest?

F. Well run utility now/knowledgeable/board members/qualified
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§ 47
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| . . and con
- s .7 - any time held in the Renewal and Replacement Fund and Con- the exrp
: o tingencies Fund may, at the discretin of the Board of Trustees,” :
X 1 croe be invested in securities which are either direct obligations of the Tk
. 9 * United States of America or direct obligations of any state or pUrpos
- municipality thereof which are eligible for the investment of of this
& trust funds under the laws of the State of New York ther in of its
. J foree, or which are direct obligations of Bexar County, Texas, throus
: i the City of San Antonio, Texas, or the Independent School Secret.
i District of the City of San Antonio, Texas. o mersnbl
f as Se¢
| ARTICLE V1. ployec
MANAGEMENT : appot.
4 i " SECTION 1. Pursuant to authority contained in Article | E;ga 1
. 1115, Texas Reviged Civil Statutes of 1925, the complete manage- its i
; mént and control of the system during such time as any of the syste
: bonds herein authorized are outstanding and unpaid, shall be in ordir
.ot ' the hands of a Board of Trustees to consist of five citizens of the 2 pr
. / United States of America permanently residing in Bexar County,

Texas, to be known as the “Board of Trustees of the San Antonio
.Electric and Gas System.” S2ig board is hereinafter and here-

" Trustees, the Board of Trustees shall have complete authority

forc:
inbefore in this indenture referred to as the “Board of Trustees.” ' “bla
/{ The Mayor of the City of San Antonio shall ex-officic be one com
member of the Board of Trustees and the remaining members of Hur

the Board of Trustees shall consist of D. F. Youngblood, to serve
for a term ending December 81, 1944, W, B. Tuttle to serve )
for a term ending December 81, 1946, Franz C. Groos to serve and
| for a term ending December 31, 1948, and Walter P. Napier to ger
. serve for a term ending December 31, 1950, ¢ach term of offjce _ No
_ ‘ to_commence on the date of this indenture.~ATtet the expiration ; T
) of each of the above Prescribed teriis 6f office, each member of ‘ Sar
S the Board of Trustees, other than the Mayor, shall serve for a : the
: term of five years. All vacancies in membership, whether oc- : be:
= : casioned by expiration of office or otherwise, shall be filled by 2 ' or
SR majority vote of the members of the Board of Trustees. Perman L of
] ent removal of any member of the Board from Bexar County ] otl
- shall vacate his membership. Members shall be elig] le to be re- : pe
- elected for one additional term, and one only there shall 1 Cl
s hercafter be enacted by the Legislature of Texds an act making B T
. legal a seven person Inembership for the Board of Trustees, two . e
RN additional members shall be elected for regular five year terms o
B by the Board of Trustees in the manner hereinabove provided for n
EA. filling vacancies. (é
o Subject to the provisions and restrictions contained in this . ¢
E b i indenture, all of which shall be binding upon the Board of ; .

P
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and control of the management and operation of the system and P
the expenditure and application of the revenues of the system%‘, .

The members of the Board of Trustees shall meet for ‘chef

purpose of organization as soon as may be after the execution -

- of this indenture and shall organize through the election of .one-
of its members as Chairman and ons as Vice-Chairman and
through the appointment of a Secretary and a Treasurer or a
Secretary-Treasurer, who may, but need not be, 2 member or
members. If 2 member of the Board of Trustees is not appointed
as Secretary or Treasurer, or Secretary-Treasurer, then the em- /
ployee of the Board of Trustees whose duties in the operation of /
the system require him to perform similar duties may be/
appointed as such Secretary or such Treasurer or such Secretary-/
Treasurer. ' The Board of Trustees may make such regulations
and by-laws for the orderly handling of its affairs as it may in
its discretion see fit and shall thereafter operate and manage the
system with the same freedom and in the same manner as are
ordinarily enjoyed and followed by the Board of Directors of
a private corporation operating properties of 8 similar nature. \¢

The Board of Trustees shall obtain and keep continually in
force an erployees’ fidelity and indemnity bond of the so-called
“blanket” type, written by a solvent and recognized indemnity
company and covering losses to the amount of not less then One
Hundred Thousand Dollars ($100,000).

The Board of Trustees shall elect and appoint all officers
and employees which it may consider desirable, including a —
general manager of the system and an _atftorney or_attorneys. 5L
No officer or employee may be employed by the Board of
Trustees who shall be related within the second degree of con-
sanguinity to any member of the Board of Trustees, nor shall
the Board of Trustees be permitted to £ill a vacancy in its mem-

ip by 2ny person so related to any member of the Board,

or by any person who shall have been so related within a period
of five years prior to his election. The Imembers of the Board
other than the Mayor of the city shall receive an annual com-
tion of Two Thousand Dollars ($2,000), except that the
hairman of the Board shall receive an annual compensation of
Two Thousand Five Hundred ($2,500). With the consent of all
remaining members of the Board, one menaber of the Board may
be made general manager of the system, and in such event the
membex 50 acting as general manager may receive an annual
compensation not in excess of Twelve Thousand Dollars (312,
000). The members of the Board of Trustees, either singly
or collectively, shall not be personally lable for any sct or
omission not wilfully fraudulent or mals fide. Any member of

———
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the Board of Trystees other than the Mayoy of the city who sha); ‘ cours¢
continuously absent from al} meetings of the Board for a - upon
period of foyr consecutive monthg shall, unless pe shall have 510.05
been granteg leave of absence by the unanimous vote of the re- ; Tnilsf.'
Maining members of the Board, be considered to havye vacated his ) seribi;
office. "Any member of the Board othey than the [ayor of the ¥ worn
eity may, Unanimous vote of the remaining members of the ‘ - the c
Board, be removeg from office, but only for adequate cause, Z'iﬂnf
‘ dispos
ARTICLE vII. 3
POSSESSION oF Morreagry PROPERTY E;s;%i
. SECTION 1." While not i default in the payment o priz- the pe
N cipal of oy interest on any of the bopds Secured hereby, o in , 'CWO'}_‘
; TESDECE OF any of the sovenants, agreementg or conditions jn thjg X (of w
indenture contained, the ojty througlf the Boarq of Trustees ghay) - elgctr
be permitted anqg Suffered to yp £33, USe and enjoy the trust of Be:
Sstate and all property ang a PaTtehances, franchisgs ang rights the su
conveyed by this indentyre: (eXcept money or broperty, if any. (whic
expressly required to be deposited Wwith the Trustee ang to re- prope-
ceive and yse f%: Tevenues, rents, isspes, Income, produce ang : from
rofits thereofwith Power in the ordinary course of business the T;
e reely and Wwithout lat oy hindranee on the part of the Trustee or - Trustc
;_’,,,-5 - ~_nf the holders of the bonds, to uge and consume Supplies - to alter,
54 - Iepair, dismantle apqg change the Position of any of its f)uildings ¢
. and Structures, plants, mains, pipe lines, poles, Wwires, conduits 13
or other Property Whatsoever (provided that ‘e such change
shall impajr the Tien of this indenture upon any such building, (
Structure, plant, main, pipe line, pole, wire, conduit, or other
Droperty) :'to replace and renaw auy of | equipment, machinery ¢
OF other Property; and g acquire any and ajj rights under choses )
in action and contracts. x : ;
~-. SECTION ¢ The city from time to time, through the Board r
f tees, while in Possession of the U estate shall be f
Suffered and d without any release from o action by the h
tees or either of them to sell, exchange oy otherwige dj t
x { of, free from_the lien of this indenture, (1) any of itg €quipment, ¢
s ! nery, Tes, apparatus, appliances, tools, implements or h
. / other chattels 1t &Ry time subject to the lien hereof which ma
. ve becom outo_r__u_usg;ng_gable, disused, undesirable or N
% / UNRECEssary for pge in the conduct of its business, réplacing the o
same by, gp Substituting for the same, other Property of equal b
! / valge to the city, which shall fortRwith become, without further :
! action, subject 1o the lien of this indenture, anqg (2) any ma- :1
¥ ‘' teria merchandise, equipment ang supplies in the ordinary '
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SECTION 8. At the close of each fiseal vear all accounts
and funds of the Systems shall be balanced and adjusted and
such transfers, distribution and adjustments made as will cauge
ali revenues and income for the year to be applied and held in
accordance with the provisions of thig Article V, and the Board
of Trustees shall at the close of each operating vear cause an
audit of the Board’s accounts and operations to be made by or
under the supervision of independent certified public accountants
selected by the Board of Trustees.

ARTICLE VI
MANAGEMENT

SECTION 1. Pursuant to the authority contained in Article
1115, Revised Civil Statutes of Texas, 1925, as amended, the
complete management and control of the systems during such
time as any bonds issued hereunder are outstanding and unpaid
shall be vested in 2 Board of Trustees consisting of five citizens
of the United States of America perrcanently residing in Bexar
County, Texas, to be known as the “City Public Service Board,
of San Antonjo.” Said Board is referred to in this Trust In-
denture as the “Board” and the “Board of Trustees.” The
Mayor of the City of San Antonio shall ex officio be one of the
merobers of the Board of Trustees, and the remaining members ]
of the Board of Trustees shall cousist of Walter P, Napier, to
serve for a term ending Januavy 31, 1953; Willard E. Stmpson, i
to serve for a term ending January 21, 1935: James H.
Calvert, to serve for a term ending J anuary 31, 1957; and John M.
Bennett, Jr., to serve for a term ending Janusary 31, 1859; each
term of office to commence with the date of this Trust Indenture.
All vacancies in membership on the Board, whether occasioned
by failure or refusal of any person zbove named to accept
appointment or by expiration of term of office or otherwise,
shall be filled by the majority vote of the remaining members
of the Board of Trustees. No person who is related within the
second degree of consanguinity or affinity to any member of
the Board of Trustees or any person who shall have been 2
member of the Board of Trustees within 2 period of five years
prior to the election shall be eligible for election as 2 member
of the Board. The term of office of each member elected to the
Board, after the initial terms of the members named above,
shall be five years. A person who has served as a member of
the Board either for an initia) term as .above specified or a
single five-year term by virtue of election by the Board of
Trustees, shall be eligible to be re-elected for one additiona}
five-vear term, and one only. A member who is elected to the
Board to serve out an unexpired portion of 2 retired member’s

- term shall not be considered to have served a “term” unless the

——— % r—
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unexpired portion of the term so served is three ¥ears or more,
Permanent removal of residence from Bear County by any
member of the Board shall vacate his office as a member of the
Board, and any membper of the Board, other than the Mayor of
the City, who shall be continuously absent from ail meetings
held by the Board for a period of four consecutive months shall,
unless he shall have been granted leave of gbsence by the unani-

mous vote of the remaining members of the Board, be considered
i to have vacated his office as a member of the Board. Any mem-
ber of the Board other than the Mayor of the City may, by
unammous vote of the remaining members of the Board, be
removed from office, but only for adequate cause.

Except as otherwise specifically provided in this Trust
Indenture, the Board of Trustees shall have absolute and com.
plete authority and power with reference to the control, man-
agement and operation of the systems and the cxpenditure and
application of the revenues of the systems subject to the provi-
sions contained in this Trust Indenture, all of which shall be
binding upon and shall govern the Board of Trustees. In con.
nection with the management and operation of the systems and
ithe expenditure and application of the revenues therefrom, the
Board of Trustees shall be vested with 2ll of the powers of the
City with respect thereto, including all powers necessary or
appropriate for the performance of all of the covenants, under-
‘ i and agreements of the City contained in this Trust In-
-4 denture, and shall have full power and authority to make rules
: and regulations governing the furnishing of electric and gas

service 1o customers and for the payment of the same, and for

: the discontinuance of such services upon failure of customers

‘A to pay therefor, and, to the extent aunthorized by law, shall have

-3 full authority with reference to making of extensions, improve-

' ments and additions to the systems and the acquiring by pur-

¥ :ﬂase or condemnation of properties of every kind in connection
- erewith.

The Board of Trustees shall elect one of its members as
Chairman and one a8 Vice Chairman of the Board and shal]
3 appoint a Secretary and a Treasurer, or a Secretary-Treasurer,
who may, but need not be, a member or members of the Board.
If a member of the Board of Trustees is not appointed as
N Secretary or Treasurer, or Secretary-Treasurer, then an em-
: ployee or employees of the Board whose duties in the operation
) of the systems require performance of similar duties may be
: appointed as Secretary or Treasurer, or Secretary-Treasurer.
g The Board of Trustees may follow and adopt such rules for the
I orderly handling of its 2ffairs as it may see fit and may manage

&
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and conduct the affairs of the systems with the same freedom
and in the same manner ordinarily employed by the Board of
Directors of private corporations operating properties of a
similar nature.

The Board of Trustees shall appoint and employ all officers
and employees which it may deem desirable, including a General
Manager of the system and an attorney or attorneys. No officer
or employee of the Board of Trustees may be employed who
shall be related within the second degree of consanguinity or
affinity {o any member of the Board of Trustees.

The Board of Trustees shall obtain and keep continually in
force an employees’ fidelity and indemnity bond of the so-called
“blanket” type, written by a solvent and recognized indemnity
company and covering losses to the amount of not less than One
Hundred Thousand Dollars ($100,000).

The members of the Board of Trustees, other than the
Mayor of the City, shall receive annua] compensation in the
amonnt of Two Thousand ($2,000.00) Dollars, except that the
Chairman of the Board shall receive annual compensation in the
amount of Two Thousand Five Hundred ($2,500.00) Dollars.

The members of the Board of Trustees shall not be pex-
sonally liable, either individually or collectively, for any act or
omission not willfully fraudulent or in bad faith.

ARTICLE VII 2

POSSESSION AND RELEASE OF PROPERTY

SECTION 1. While not in default in the payment of prin-
cipal of or interest on any of the bonds secured hereby, or in
respect of any of the covenants, agreements or conditions in this
Indenture contained, the City, through the Board of Trustees,
shall be permitted and suffered to possess, use and enjoy the
Erust estate and all property and appurtenances, franchises and
rights conveyed by this Indenture (except money or property,
if any, expressly required to be deposited with the Corporate
Trustee}) and to receive and wuse the revenues, rents, 1ssues,
income, produce and profits thereof with power in the ordinary
course of business freely and without let or hindrance on the
part of the Indenture Trustees or of the holders of the bands,
to use and consume supplies; to alter, repair, dismantle and
change the position of any of its buildings and structnres, plants,
rains, pipe lines, poles, wires, conduits or other property what-
soever (provided that mo such change shall impair the lien of
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Parity Bonds are stated to mature on February | or August 1, or both, in each of the
vears they are scheduled to mature; and (iv) the Reserve Amount required to be
accumulated or then on deposit in the Retirement Account equals not less than the
average annual requirements for the payment of principal of and interest on all Parity
Bonds which will be Qutstanding after giving effect to the bonds then proposed to
achieve the status of Parity Bonds; provided, however, that the City has expressly
reserved the right to fund the Reserve Amount, in whole or in part, by purchasing an
insurance policy, surety policy, or other similar credit policy when the Previously Issued
Parity Bonds issued before August 6, 1992 are no longer outstanding.

Section 19. No Obligation of Lien Superior to that of the Parity Bonds. The City
will not hereafter issue any additional bonds on a parity with the Old Series Bonds
under the terms of the Indenture or create or issue evidences of indebtedness for any
purpose possessing a lien on Net Revenues superior to that to be possessed by the
Parity Bonds. The City, however, retains the right to create and issue evidences of
indebtedness whose lien on Net Revenues shall be subordinate to that possessed by the
Parity Bonds.

Section 20. Management of the Systems. In accordance with the provisions of the
ordinances authorizing the Previously lssued Parity Bonds, and this Ordinance, the
City hereby agrees, covensants, and reaffirms that:

(a) Until such time as the terms, conditions, and provisions of the Indenture
become inoperative and the Trust Estate conveyed by the Indenture reverts to the City
free and clear of the encumbrance created thereby, the management of the Systems and
all of its properties and affairs shall be conducted, operated, and controlled in the
manner and to the same extent as set forth in the Indenture to which reference is
hereby made for a specific description thereof. |

(b) At such time as the terms, conditions, and provisions of the Indenture become
inoperative and the Trust Estate conveyed by the Indenture reverts to the City free and
clear of the encumbrance created thereby and during such time as any Parity Bonds
issued hereunder are Outstanding and unpaid, the complete management and control
of the Systems, pursuant to the authority contained in Texes Revised Civil Statutes
Annotated Article 1115, as amended, shall be vested in a Board of Trustees consisting
of five citizens (one of whom shall be the Mayor of the City) of the United States of
America permanently residing in Bexar County, Texas, to be known as the "City Public
Service Board of San Antonio, Texas". Those persons serving as appointed members of
the Board of Trustees at the time defeasance of the Indenture oceurs shall continue in
office until their respective terma as established under Article VI of the Indenture have
expired. The Mayor of the City shall be a voting member of the Board, shall represent
the City Council thereon, and shall be charged with the duty and responsibility of
keeping the City Council fully advised and informed at all times of any actions,
deliberations and decisions of the Board and its conduct of the management of the

Systems.

o018
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All vacancies in membership on the Board (excluding the Mayor of the City),
whether occasioned by failure or refusal of any person previously named to accept
appointment of by expiration of term of office or otherwise, shall be filled in the
following manner: 2 nominee to fill such vacancy shall be elected by the majority vote
of the remaining members of the Board of Trustees, such majority vote to include the
vote of the Mayor. The name of such nominee shall then be submitted by the Mayor to
the vote of the City Council, which by a majority vote of the members thereof then in
office shall, as evidenced by ordinance or resolution, either confirm or reject such
nominee; provided, however, if the City Council fails to act upon such nominee, such
failure to do so shall be considered as a rejection of such nominee and another nominee
chall be selected by the Board. If a vacancy occurs and the remaining members of the
Board (including the Mayor) fail to elect & nominee to fill such vacancy within sixty
(60) days after the vacancy occurs (or fail to select another nominee within sixty (60)
days after rejection of a nominee by the City Council), the City Couneil, by a majority
vote of the members thereof then in office, shall elect a person to fill such vacancy and
shall appoint such Trustee by resolution or ordinance. In the event the Cify rejects or
fails to confirm three (3) consecutive nominees of the Board to fill a vacancy on the
Board, the City Council shall, within thircy (30) days after the third rejection, appoint
a temporary Trustee to fill such vacancy pending the appointment of 2 permacent
Trustee to fill such vacancy. The appointment of a temporary Trustee by the City
Council shail constitute the nomination of such appointee as the permanent Trustee to
fill such vacancy. Unless the remaining members of the Board, by a majority vote,
reject the nominee selected by the City Council within thirty (30) days after his
appointment as a temporary Trustee, the appointment shall become final and the
temporary Trustee shall automatically become the permanent Trustee to fill such
vacancy. In such vote, the vote of the Mayor shall automatically be cast as a vote in
favor of the confirmation of such Trustee, whether cast by the Mayor or not.

If the nominee of the City Council is rejected by a majority vote of the remaining
Trustees, the remaining Trustees shall within thirty (30) days after such rejection elect
another nominee to fill such vacancy. Such nominee shall be considered by the City
Council and if approved shall become the permanent Trustee. If such nominee is
rejected by a majority vote of the members of the City Council then in office, or in the
event the City Council fails to act upon such nomination within thirty (30) days after
the pomination is presented to the City Council, the temporary Trustee theretofore
appointed by the City Council shall automatically become the permanent Trustee to fill
such vacancy. The term of office of each member appointed to the Board shall be five
(5) years. A person who has served as an appointed member of the Board for a single
_ five-year term shall be eligible for reappointment for one additional five-year term and
one only. A member who is appointed to the Board to serve out an unexpired portion
of a retired member’s term shall pot be considered to have served a "term" unless the
unexpired portion of the term so served is three (3) years or more. Permanent removal
of residence from Bexar County by any appointed member of the Board shall vacate his
office as a member of the Board, or any member (other than the Mayor of the City)
who shall be continuously absent from all meetings held by the Board for a period of
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Notwithstanding any of the foregoin isi : :
201(bJ or in any other section of this m;“;?m.a‘? ??otai:dam this Section
selection of Trustees to the Board upon the def; ”mmce of the Tndesguorl:tzem-cr
- basan : curing

members to change the method of selectio i

¢ 2 _ o of and appointm '
Trl'ust:ees to dn'ect selection b}_r the City Couneil, with sucrlnlpcmgzr;tf;? :I}::dBoar_d of
selection being at th_e sole option of the City Council without approval ef to direct
party, holder of Parity Bonds, or the Board of Trustees. - O 817 persons,

Except as otherwise specifically ided in thi
provided in this Ordinan
g‘rust.eles shall have absolute and complete authority and power 'tﬁe;.e;he Board of
t?nhm » Blanagement, and operation of the Systems and the eIPendjil md ace to the
of the revenues of the Systems subject to the Provisions contained in thig application
N Ordins

of the City contained in this Ordinance. and shall
. y ha X
make rules and regulations governing the ﬁlm,'shingv:fﬁ:il Poze;n?d author.lty to
customers and for the payment of the same, and for the discontinuance o?zc;esr:rcvei -
ces

fviI.l be co:sfi;i:s;ifgpé?g;&“m' g raeﬁa.rch, d;velopment, and corporate planning
g uncil policy, and policies ad
Trustees pertaining to such matters will be aubject[;:o Cit; éoaizldrzziewthe Hoard of

Vics CTh'e ngfoih Trustees shall elect one of its members as Chairman and one as

Secretaryhm-'l‘r e Board and shal] appoint a Secretary and a Treasurer, or

ecretary-T ea;uger who may, but need not be, a member or members of the B’oardj‘.

gar em_ r of the Board of Trustees is pot appointed as Secretary or Treasurer

S emt;g 'I‘reamf 22 ser, then an employee or employees of the Board whose duties in ,tlgr

Sz of the Oystems require performance of gimilar duties may be appointed p
cretary or Treasurer or Secretary-Treasurer. The Board of Tl"usteZe mayp }t?c?lll-zw m:;
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The Board of Trustees shall appoint and employ all officers, employees, and
professional consultants which it may deem desirab]e, including without limitation a
General Manager of the Systems, attorneys, engineers, architects, and other advisors.
No officer or employee of the Board of Trustees may be employed who shal] be related
within the second degree of consanguinity or affinity to &ny member of the Boarg of

.

tompensation in the um amount of Two Thousand Dollarg
(32,000.00), except that the Chairman of the Board shall receive annyal compensation
in the minimum amount of Two Thousand Five Hundred Dollars (32,500.00). Such
compensation may be increased from time to time by the majority vote of the City
Counci} then in office.

The members of the Board of Trustees and administrative officers shall net be
personally liable, ejther individually or collectively, for any act or omission not willfully
fraudulent or in bad faith.

Section 21. M&Ehﬂgmgm The City hereby reserves the right to amend
ordinances authorizing the issuapee of Parity Bonds subject to the following terma and

The members of the Board of Trustees, other thag the Mayor of the City, shall
receive annual eq

ce which may be deemed necessary or desirable by the City; provided, however,
that without the copsent of the holders_of the Parity Bonds the Provisions of the

Certificate as to Tax Exemption executed in connection with the initia] delivery of the
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